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ABSTRACT 

This  thesis  discusses  one  sub-category  of  the  Navy  Stock 
Fund,  Budget  Project-23,  which  is  used  to  finance  the 
procurement  of  long  lead-time  material  at  Naval  Shipyards. 
An  investigation  was  made  of  the  accounting  practices  at  one 
location,  NSY  Long  Beach,  along  with  its  supporting 
Authorization  Accounting  Activity,  NSC  San  Diego.  Three 
specific  research  guestions  are  addressed;  what  factors 
cause  an  apparent  difference  in  the  obligations  recorded  at 
the  Shipyard  and  those  reported  out  of  the  Supply  Center, 
what  is  causing  the  large  balances  in  the  Accounts  Payable 
account  and  what  is  causing  the  large  balances  in  the 
Material-in-Transit  account.  The  findings  include  an 
unexplained  cause  of  Supply  System  billings  not  posted, 
problems  with  processing  computer  tapes,  data  entry  errors, 
personnel  not  previously  reconciling  the  Accounts  Payable 
account  and  a  lack  of  written  guidance  on  the  subject. 
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I.   INTRODUCTION 

A.   PURPOSE  AND  BENEFITS 

The  purpose  of  this  thesis  is  to  investigate,  analyze 
and  make  recommendations  for  the  accounting  processes  used 
for  Navy  Stock  Funds  in  financing  long  lead-time  material  at 
Naval  Shipyard  Long  Beach.  The  specific  concerns 
surrounding  this  process  were  identified  by  code  013  in  the 
office  of  the  Commander,  Naval  Supply  Systems  Command,  the 
manager  of  the  Navy  Stock  Fund. 

This  category  of  Navy  Stock  Funds,  called  Budget 
Project-2  3,  was  first  used  to  finance  the  procurement  of 
material  reguired  for  ship  overhauls  at  Naval  Shipyards  in 
1983.  The  Shipyard  identifies  what  material  is  to  be 
procured  with  Stock  Funds,  obligates  funds,  records  receipts 
and  reports  the  various  transactions  to  a  Navy  Supply 
Center.  The  Supply  Center  maintains  the  official  accounting 
records  for  the  Shipyard  based  on  the  transactions  reported 
to  them.  The  Supply  Center  reports  on  the  status  of  the 
fund's  accounts;  these  reports  are  eventually  received  by 
the  Commander,  Naval  Supply  Systems  Command  (NAVSUP) . 

Three   specific   research   guestions   were   the   primary 

emphasis  in  conducting  the  investigation  for  this  thesis: 

Is  there  a  difference  between  the  obligations  recorded  at 
the  Shipyard  and  the  obligations  reported  to  NAVSUP? 


Why   is   the   balance   in   the  Accounts   Payable   account 
seemingly  high? 

Why  is  the  balance  is  the  Material-in-Transit  account 
seemingly  high? 

These  questions  were  identified  by  the  Commander,   Navy 

Supply  Systems  Command,  the  manager  of  the  Navy  Stock  Fund. 

The  benefits  of  this  thesis  will  be  a  better  understand- 
ing of  the  processes  for  Stock  Fund  managers,  local  area 
supervisors  and  technicians  at  NSC  San  Diego  and  NSY  Long 
Beach.  Specific  recommendations  on  how  to  improve  the 
processes  associated  with  the  accounting  of  Stock  Funds  at 
NSC  San  Diego  and  NSY  Long  Beach  will  enable  Stock  Fund 
managers  to  achieve  increased  efficiencies  and  gain  better 
management  control.  This  thesis  will  identify  specific 
recommendations  to  improve  the  accounting  processes 
associated  with  long  lead-time  material  procurement  at  NSY 
Long  Beach.  Further  analysis  is  required  to  see  if  these 
recommendations  would  also  benefit  other  sites  utilizing 
Navy  Stock  Fund  financing  for  long  lead-time  material. 

With  a  total  annual  expenditure  of  about  $17  million  at 
NSY  Long  Beach  and  $200  million  at  all  Naval  Shipyards,  any 
recommendations  to  manage  and  monitor  this  category  of  Navy 
Stock  Funds  better  would  be  of  great  value. 

B.   RESEARCH  METHODOLOGY 

The  majority  of  the  research  for  this  thesis  is  based  on 
a  review  of  records  maintained  at  NSY  Long  Beach  and  NSC  San 
Diego,  as  well  as  interviews  with  personnel  at  these  sites. 


An  extensive  on-site  review  of  the  processes  associated  with 
BP-2  3  accounting  at  NSY  Long  Beach  was  conducted.  This 
investigation  included  reviewing  data  maintained  in  the 
SYMIS/MM  computer  system,  transaction  reports  sent  to  NSC 
San  Diego,  reconciliation  procedures  at  the  Shipyard,  as 
well  as  interviews  with  the  accounting  personnel  (code  620) 
concerned  with  BP-2  3  Navy  Stock  Funds  at  NSY  Long  Beach. 
Also  conducted  was  an  on-site  review  at  NSC  San  Diego  of 
records  maintained  within  UADPS,  output  reports  for  UADPS, 
and  BP-2  3  fund  accounting  procedures  at  NSC  San  Diego,  as 
well  as  interviews  with  the  associated  personnel  at  the 
Supply  Center.  Telephone  interviews  were  also  conducted 
with  personnel  involved  in  the  BP-23  process  at  SPCC, 
NAVSUP,  NSY  Long  Beach,  and  NSC  San  Diego. 

To  investigate  the  accounts,  random  samples  were  taken 
from  the  transactions  recorded  in  the  Accounts  Payable  and 
the  Material-in-Transit  accounts.  The  samples  were 
investigated  to  determine  the  causes  of  the  suspiciously 
high  balances  in  the  accounts. 

C.   SCOPE  AND  LIMITATIONS 

The  accounting  procedures  delineated  by  the  Navy 
Comptroller  Manual,  Volume  8  [Ref.  1],  were  used  as  the 
basis  to  evaluate  the  accounting  practices  which  were 
reviewed.  These  procedures  require  the  use  of  accrual 
accounting  for  recording  the  transactions  in  the  ledgers 
maintained  at  NSC  San  Diego. 


The  review  of  the  accounting  practices  for  Budget 
Project-2  3  Navy  Stock  Funds  is  limited  to  the  activities  at 
NSC  San  Diego  and  NSY  Long  Beach.  There  are  eight  such 
Supply  Center/Shipyard  pairings  which  utilize  Budget 
Project-23  Stock  Funds.  While  all  eight  sites  are  to  follow 
the  general  accounting  procedures  for  Navy  Stock  Funds,  the 
problem  areas  identified  apply  only  to  the  sites  investi- 
gated. It  is  not  known  whether  similar  problems  would  exist 
at  the  other  locations. 

D.   SUMMARY  OF  FINDINGS 

There  is  little  written  guidance  available  on  the 
operation  and  responsibilities  for  Navy  funding  of  long 
lead-time  material.  The  accounting  personnel  involved  with 
administering  Budget  Project-23  Stock  Funds  had  little 
direction  on  how  to  proceed  with  various  actions. 

Problems  were  identified  in  processing  of  the  magnetic 
tapes  the  Shipyard  uses  to  submit  transaction  data  to  the 
Supply  Center.  These  problems  were  not  due  to  the  tapes 
being  incompatible  with  the  computers  but,  rather,  to  flaws 
in  the  actual  processing  procedures. 

There  were  problems  of  data  entry  errors  at  the  Shipyard 
which  created  some  of  the  erroneous  postings  to  Accounts 
Payable  and  Material-in-Transit  accounts.  Also  found  were 
procedural  problems  at  the  Shipyard  which  created  additional 
postings  to  the  accounts.  These  procedures  included 
recording  payments  to  the  Navy  Industrial  Fund  rather  than 
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the  Navy  Stock  Fund  and  not  recording  payment  of  bills  for 
certain  type  of  local  purchase  contracts. 

The  main  reason  the  Accounts  Payable  account  balance 
remained  so  large  is  that  no  action  was  being  taken  prior  to 
1988  to  clear  and  reconcile  postings  to  the  account.  The 
Supply  Center  accounting  personnel  had  only  recently 
recognized  the  necessary  action  needed  to  resolve  the 
problem. 

E.   ORGANIZATION  OF  STUDY 

Chapter  II  provides  a  background  on  the  Navy  Stock  Fund, 
Budget  Project-2  3  and  the  procedures  utilized  at  NSC  San 
Diego  and  NSY  Long  Beach.  This  chapter  will  describe  the 
accounting  practices  that  are  required  for  maintaining  the 
Stock  Fund  accounts. 

Chapter  III  provides  the  analysis  of  the  present 
accounting  procedures  at  NSC  San  Diego  and  NSY  Long  Beach. 
The  relevant  findings  made  from  the  research  are  presented 
and  discussed. 

Chapter  IV  summarizes  the  findings,  lists  the 
recommendations  to  improve  the  accounting  procedures  and 
provides  some  final  conclusions. 


II.  BACKGROUND 

A.   NAVY  STOCK  FUND 

The  Navy  Stock  Fund  operates  as  a  revolving  fund,  which 
has  evolved  over  almost  a  century.  The  Navy  Supply  Fund  Act 
of  1893  established  a  central  fund  which  was  to  buy  supplies 
and  was  to  be  reimbursed  from  the  proper  Naval  appropria- 
tions when  the  supplies  were  issued  for  use.  [Ref.  2:p.  G- 
3]  Over  the  years,  with  changes  in  Navy  needs  and 
Congressional  acts,  the  fund  evolved  into  the  Navy  Stock 
Fund  as  it  exists  today.  The  Commander,  Naval  Supply 
Systems  Command  is  tasked  with  the  responsibility  for 
management  of  the  Stock  Fund. 

Under  the  revolving  fund  (or  working  capital  fund) 
concept,  the  Navy  Stock  Fund  operates  as  a  separate 
enterprise,  having  assets,  liabilities,  net  worth,  revenue 
and  expenditures  of  its  own.  Established  by  a  one  time 
appropriation  (with  occasional  increases  to  raise  the 
capital  level) ,  the  Navy  Stock  Fund  is  designed  to  purchase 
and  hold  inventories  of  supply  items.  Items  purchased  by 
the  Stock  Fund  are  held  in  inventory  until  they  are  needed 
by  a  customer.  When  items  are  issued  from  the  Navy  Stock 
Fund  to  a  user,  the  user's  financing  appropriation 
reimburses  the  Stock  Fund. 


The  Navy  Stock  Fund  is  subdivided  into  different  types 
of  material.  Each  type  of  material  in  the  Stock  Fund  is 
assigned  a  budget  project  number  for  control  purposes.  The 
Commander,  Naval  Supply  Systems  Command  assigns  a  project 
manager  to  manage  that  particular  budget  project.  Table  I 
identifies  the  various  budget  projects,  the  type  of  material 
within  that  budget  project,  and  the  assigned  project 
manager.  [Ref.  l:p.  1-26-1]  This  thesis  will  concentrate 
on  the  accounting  processes  for  Budget  Project-23,  Material 
for  Shipboard  Overhauls. 


TABLE  I 

NAVY  STOCK  FUND  PROJECTS 

Budget 

Proi 

ect    Category  of  Material 

Project  Manager 

14 

Shipboard  Consumable 

SPCC 

15 

Forms  and  Printed  Matter 

NFPC 

21 

Ships/Commissary  Store 

stock 

NRSSO 

23 

Ship  Overhaul  Material 

SPCC 

25 

Special  Clearance  Acct 

NAVSUP 

28 

General  supplies 

FMSO 

34 

Aviation  Consumable 

ASO 

38 

Retail  Fuel 

FMSO 

81 

Shipboard  Depot  Level 

Repairable 

SPCC 

85 

Aviation  Depot  Level 

Repairable 

ASO 

Key  to  abbreviations: 

SPCC   - 

Commanding  Officer,  Ships  Parts 

Control  Center 

NPFC   - 

Commanding  Officer,  Naval  Forms 
Center 

&   Publications 

NRSSO  - 

Commanding  Officer,  Navy  Resale 
Support  Office 

&   Services 

NAVSUP- 

Commander,  Naval  Supply  Systems 

Command 

ASO 

Commanding  Officer,  Aviation  Supply  Office 

FMSO   - 

Commanding  Officer,  Fleet  Material  Support  Office 

B.   BUDGET  PROJECT-2  3 

Congress  directed  the  use  of  stock  fund  financing  as  a 
means  to  improve  the  advance  planning  of  long  lead-time 
material  procurement  [Ref.  3].  The  use  of  Navy  Stock  Fund 
monies  to  order  material  in  preparation  for  ship  overhauls 
began  in  fiscal  year  1984.  Budget  Project-23  (BP-23)  was 
established  to  identify  this  specific  type  of  Navy  Stock 
Fund  money.  Prior  to  FY-84,  annual  appropriations  were  used 
to  procure  long  lead-time  material. 

The  procedures  for  BP-2  3  were  delineated  by  the  Chief  of 
Naval  Material  [Ref.  4].  As  a  subset  of  the  Navy  Stock 
Fund,  BP-2  3  funding  is  the  responsibility  of  Commander, 
Naval  Supply  Systems  Command  (NAVSUP)  .  NAVSUP  has 
designated  the  Commanding  Officer,  Ships  Parts  Control 
Center  (SPCC)  as  the  Project  Manager  for  BP-2  3  funds.  As 
Project  Manager,  SPCC  receives  BP-2  3  funds  as  a  sub- 
allocation  of  the  Navy  Stock  Fund  for  the  specific  purpose 
of  procuring  long  lead-time  material  for  ship  overhauls  at 
eight  Naval  Shipyards.  SPCC  further  issues  BP-2  3  funds  as 
an  allotment  to  a  Naval  Supply  Center.  The  Supply  Center 
acts  as  the  official  accounting  activity,  which  records  and 
maintains  a  record  of  transactions  conducted  at  the  Naval 
Shipyard.  The  Naval  Shipyards  (NSY)  and  supporting  Naval 
Supply  Centers  (NSC)  are  listed  in  Table  II. 

The  Naval  Supply  Centers  issue  suballotments  of  BP-23 
money  to   their  respective  Naval   Shipyards   as   funding 
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TABLE  II 
LISTING  OF  SHIPYARDS  AND  SUPPLY  CENTERS 


NAVAL  SHIPYARD  SUPPORTING  SUPPLY  CENTER 

NSY  Charleston  NSC  Charleston 

NSY  Long  Beach  NSC  San  Diego 

NSY  Mare  Island  NSC  Oakland 

NSY  Norfolk  NSC  Norfolk 

NSY  Pearl  Harbor  NSC  Pearl  Harbor 

NSY  Philadelphia  NSY  Philadelphia  * 

NSY  Portsmouth  NSC  Norfolk 

NSY  Puget  Sound  NSC  Puget  Sound 

*  NSY  Philadelphia  acts  as  the  accounting 

activity  for  itself 


authority  for  the  Shipyard  to  procure  long  lead-time 
material.  The  Shipyards  regularly  report  to  the  Supply 
Centers  the  transactions  that  have  occurred  (such  as 
obligations,  commitments,  expenditures,  receipt  of  material, 
etc.)*  The  Naval  Shipyard  is  designated  as  a  funds 
administrator.  As  BP-23  funds  administrator,  the  Shipyard 
procures  material,  cites  BP-23  accounting  data,  records  all 
procurement  actions,  maintains  receipt  documentation  and  is 
responsible  to  ensure  proper  use  of  these  funds.  The  Supply 
Center  acting  as  the  Authorization  Accounting  Activity 
maintains  the  official  accounting  records  for  BP-23  funded 
transactions  made  by  the  Shipyard. 

C.   NSY  LONG  BEACH/NSC  SAN  DIEGO  PROCEDURES 

A  complete  review  of  BP-23  accounting  processes  from  all 
Shipyards  and  Supply  Centers  is  beyond  the  scope  of  this 
thesis.    A  detailed  review  of  the  accounting  process  in 


relation  to  BP-23  funds  at  only  one  specific  site  will  be 
the  focus  of  this  thesis.  The  following  description  applies 
to  the  processes  that  occur  between  NSY  Long  Beach  and  NSC 
San  Diego.  The  general  accounting  guidance  provided  in  Navy 
Comptroller  Manual,  Volume  8  [Ref.  1]  and  the  Requirements 
Statement  from  the  Naval  Material  Command  [Ref.  4],  describ- 
ing the  initial  BP-23  processes,  pertain  to  all  eight  sites. 
Therefore,  the  processes  as  directed  by  these  documents  will 
be  the  same  at  all  eight  sites.  The  main  differences  in  the 
procedures  between  San  Diego/Long  Beach  and  other  sites  will 
be  in  the  timing  of  when  transactions  are  posted.  Specific 
problem  areas  identified  at  San  Diego/Long  Beach,  however, 
are  not  assumed  to  exist  at  the  other  sites. 

Annually  the  Naval  Sea  Systems  Command  (NAVSEA) ,  the 
major  claimant  for  Naval  Shipyards,  requests  budgeting  data 
from  each  Shipyard  for  scheduled  ship  overhauls.  NSY  Long 
Beach  identifies  the  long  lead-time  material  requirements 
based  on  its  planned  overhaul  schedule.  NAVSEA  validates 
and  consolidates  all  NSY  inputs  and  provides  to  NAVSUP  the 
total  funding  requirements  for  long  lead-time  material  for  a 
fiscal  year.  NAVSUP  submits  a  total  budget  request  to  the 
Secretary  of  Defense  for  Navy  Stock  Fund  requirements  and 
specifically  identifies  the  amount  of  BP-23  funds  included 
in  this  request.  The  Secretary  of  Defense  works  with  the 
Office  of  Management  and  Budget  to  finalize  the  Department 
of  Defense  annual  budget  request  that  the  President  will 
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Management  and  Budget  to  finalize  the  Department  of  Defense 
annual  budget  request  that  the  President  will  send  to 
Congress.  Upon  final  Congressional  approval,  the  Secretary 
of  Defense  provides  the  amount  of  BP-23  funds  available  to 
NAVSUP  for  the  current  fiscal  year.  NAVSUP  issues  a 
quarterly  allocation  of  BP-23  funds  to  SPCC .  Quarterly 
allotments  of  these  funds  are  issued  by  SPCC  to  the 
supporting  NSC ' s .  In  the  case  of  NSC  San  Diego,  a 
suballotment  of  the  entire  quarter's  BP-23  funds  is  made  to 
NSY  Long  Beach.   [Ref.  4] 

NSY  Long  Beach  procures  long  lead-time  material  based  on 
its  scheduled  overhaul  workload  and  material  requirements. 
As  material  is  received,  it  is  carried  in  inventory  in  the 
Navy  Stock  Fund  Account.  When  a  ship  enters  overhaul,  the 
activity  funding  the  overhaul  provides  funding  to  the 
Shipyard  to  pay  for  the  overhaul.  It  is  at  this  point  that 
the  Shipyard  "buys"  the  material  from  the  Navy  Stock  Fund. 
The  Shipyard's  operating  fund,  the  Navy  Industrial  Fund 
(NIF),  is  charged  with  the  total  amount  spent  on  long  lead- 
time  material,  thus  providing  reimbursement  to  the  Navy  Stock 
Fund  for  the  total  of  BP-23  funded  purchases.   [Ref.  5] 

Specific  material  financed  by  the  Navy  Stock  Fund  is 
identified  by  the  Planning  Department  in  the  Shipyard. 
Requisitions  are  processed  by  the  Shipyard  Supply  Department 
based  on  submissions  from  the  various  work  centers.  The 
requisition  data   are   entered   into  the  Shipyard  Management 
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data  base.  This  data  base  contains  all  the  requisition  data 
for  stock  funded  items  and  serves  as  the  basis  of  reporting 
to  the  Supply  Center  the  amount  of  money  committed  and/or 
obligated  for  BP-23  items.  Additionally,  the  Supply 
Department  records  in  SYMIS/MM  data  concerning  all  material 
received  that  was  procured  with  stock  fund  money.   [Ref.  5] 

The  Shipyard  requisitions  are  recorded  in  two  phases,  as 
a  commitment  of  funds  and  as  an  obligation  of  funds.  A 
commitment  of  funds  refers  to  a  reservation  of  money  to 
cover  a  request  for  contractual  procurement.  In  the  case  of 
Long  Beach  Shipyard,  a  commitment  identifies  an  amount  of 
money  for  the  purpose  of  contracting  locally  for  material, 
commonly  called  a  local  purchase.  The  money  is  held  as  a 
commitment  until  a  legal  contract  is  awarded  to  a  vendor. 
Once  a  legal  contract  is  awarded,  the  commitment  becomes  an 
obligation,  which  makes  the  government  legally  obligated  to 
pay  for  material  when  it  is  delivered  as  specified  in  the 
contract.   [Ref.  2: pp.  G-16 — G-17] 

An  obligation  also  occurs  when  a  requisition  is 
submitted  by  the  Supply  Department  for  Navy  Supply  System 
stock.  This  is  stock  designated  by  the  Navy  as  material 
held  in  inventory  until  purchased  by  end  users.  A 
requisition  for  Navy  Supply  System  stock  is  similar  to  a 
contract,  creating  an  obligation.  The  total  of  commitments 
and  obligations  represent  the  total  amount  of  BP-2  3  funds 
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currently  required  to  buy  material  that  is  in  the  process  of 
being  procured. 

The  Supply  Department  also  records  the  receipt  of 
material  when  delivered  to  the  Shipyard.  These  receipt  data 
are  entered  into  the  SYMIS/MM  system.  Material  can  be 
received  from  commercial  procurement  or  from  Navy  Supply 
System  stocks.  When  the  material  is  expended,  or  "bought" 
by  the  Shipyard,  the  expenditure  data  are  entered  into 
SYMIS/MM.  An  additional  input  into  the  SYMIS/MM  data  base 
is  the  recording  of  disbursements  made  by  the  paying 
activities  for  those  items  procured  from  commercial  sources. 
Payments  are  made  by  the  NSY  Disbursing  Office  for  all 
contracts  awarded  by  NSY  Long  Beach.  At  times,  NSY  Long 
Beach  refers  a  purchase  request  to  a  contracting  office  in 
another  geographic  area.  This  would  occur  when  the  material 
to  be  procured  is  from  a  vendor  located  in  that  specific 
geographic  area.  Payments  for  these  purchases  would  be  made 
by  another  disbursing  office  other  than  NSY  Long  Beach,  and 
are  refered  to  as  Other  Disbursing  Office  payments,  or 
ODO's.  Notification  of  the  payment  by  an  0D0  would  be  sent 
to  NSY  Long  Beach,  for  recording  the  disbursement  into  the 
SYMIS/MM  database.   [Ref.  5] 

The  data  maintained  in  SYMIS/MM  for  BP-2  3  transactions 
are  reported  to  NSC  San  Diego,  which  maintains  the  official 
accounting  records  for  BP-23  funds.   The  data  are  reported 
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via  three  magnetic  tapes,   each  one   containing  certain 
categories  of  transactions  as  follows: 

TAPE  A:   Commitments  &  obligation  transaction  data. 

TAPE  B:   Receipt  &  expenditure  transaction  data. 

TAPE  C:   Disbursement  transaction  data  (both  NSY 
Disbursing  Office  and  0D0  payments) . 

The  tapes  are  produced  weekly  for  all  transactions  conducted 

during  the  previous  week.    For  example,   the  tapes  are 

produced  each  Thursday  night  for  all  transactions  recorded 

from  the  previous  Friday  through  Thursday.   The  tapes  are 

sent  to  NSC  San  Diego  to  be  entered  into  the  Supply  Center's 

computer  system  on  the  following  Tuesday  and  Wednesday. 

[Ref.  5] 

The  tapes  are  entered  into  NSC  San  Diego ' s  computer 

system  on  two  separate  days.   Tape  B,  containing  receipts 

and  expenditures,  is  put  into  the  Uniform  Automated  Data 

Processing  System  (UADPS)  on  Tuesdays  in  what  is  called  the 

"E   run."    Tapes  A  and  C   are   entered   into  UADPS   on 

Wednesday's  "F  run."   UADPS  records  the  data  and  has  various 

programs  to  allow  posting  of  the  transactions  into  the 

proper  Navy  Stock  Fund  accounts.    Outputs  from  UADPS  are 

used  to  report  the  status  of  BP-2  3  funds  to  SPCC,  to  provide 

feedback  to  NSY  Long  Beach  on  data  entered  into  UADPS  and  to 

provide  the  Shipyard  with  the  official  status  of  BP-2  3  funds 

maintained  at  the  Supply  Center.    [Ref.  6]    A  summary  of 

the  most  significant  inputs  to  and  outputs  from  this  process 

is   shown   in  Table   III.   The   following   is   a   detailed 
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TABLE  III 

INPUTS  AND  OUTPUTS 

FOR  BP-23 

ACCOUNTING  FOR 

UADPS 

INPUTS 

REPORT  NUMBER 

From  Shipyard: 

TAPE  A 

NSY  MM-9532  (PART 

II) 

TAPE  B 

NSY  MM-9533  (PART 

II) 

TAPE  C 

NSY  MM-9534  (PART 

II) 

From  Supply  Center: 

Billings  from  Supply  System 

No  specific  numh 

>er 

OUTPUTS  (from  Supply  Center) 

Weekly: 

Status  of  Funds  Report 

UADPS  UF42H 

NSF  Control  Totals 

UADPS  UF42G 

Listing  of  Records  Added 

to  EXCON  file 

UADPS  UE41H 

NSF  Allotment  Posting  Detai 

1    UADPS  UF43G 

Detail  Long  Lead-Time  Repor 

t    UADPS  UE19K 

UADPS  Reconciliation  Totals 

NSY  MM-957A 

Quarterly: 

Non-stock  Accounts  Payable 

UADPS  KF08G1 

Non-stock  Material-In-Transit   UADPS  KF08G1 

explanation  of  each  item  in  Table  III.   Sample  formats  of 

certain  items  are  provided  in  the  referenced  appendices: 

TAPE   A:   NSY   inputs   of   commitment   and   obligation 
transaction  data. 

TAPE  B :  NSY  inputs  of  receipt  transaction  data  and 
expenditure  data  (material  bought  by  NIF) . 

TAPE  C :  NSY  inputs  of  disbursements  made  for  local 
purchase  contracts. 

Billings  from  Supply  System:  Bills  for  standard  stock 
material  issued  from  the  Supply  System. 

Status  of  Funds:  This  is  the  official  status  of  BP-23 
funds,  listing  how  much  money  is  in  each  account.  This 
report  is  the  basis  for  NSC  San  Diego's  formal  reports  to 
SPCC  (Appendix  A) . 
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NSF  Control  Totals:  A  summary  of  the  number  of  transac- 
tions and  applicable  amount  accumulations  which  have  been 
processed  for  the  week  (Appendix  B) . 

Listing  of  Records  Added  to  EXCON  File:  The  EXCON  file 
is  the  exception  listing.  The  Records  Added  represents 
the  individual  transactions  NSY  submitted  (through  TAPES 
A,  B  and  C)  that  were  rejected  by  UADPS  for  the  week 
(Appendix  C)  . 

NSF  Allotment  Posting  Detail  Report:  This  is  a  listing  of 
all  transactions  that  were  processed  into  UADPS  for  the 
week  (Appendix  D)  . 

Detail  Long  Lead-Time  Report:  This  report  lists  receipt 
transactions  processed  by  UADPS. 

UADPS  Reconciliation  Totals:  This  listing  provides  detail 
transactions  and  balancing  totals  for  such  items  as 
Accounts  payable  and  MIT  resulting  from  disbursements, 
Accounts  Payable  and  MIT  resulting  from  receipt  transac- 
tions, and  obligation  adjustments  from  Accounts  Payable 
and  disbursements. 

Non-stock  Accounts  Payable:  Shows  by  document  number  the 
current  balance  in  the  Accounts  Payable  account  (Appendix 
E). 

Non-stock  Material-In-Transit:  Shows  by  document  number 
the  current  balance  in  the  Material-In-Transit  account 
(Appendix  F) . 

A  summary  of  the  processes  for  recording  the  transactions  is 

depicted  in  Figure  1. 

Personnel  at  NSC  San  Diego  are  unable  to  input  any 

requisition  or  receipt  data  manually.   That  is,  UADPS  will 

accept  obligation,  commitment  or  receipt  data  only  from  the 

Shipyard  tape  inputs.    In  other  functions,  such  as  Navy 

Stock  Fund  accounting  for  other  budget  projects  at  NSC  San 

Diego,  Supply  Center  personnel  are  able  to  manually  override 

the  UADPS  system  (such  as  entering  data  into  UADPS  by  a 

remote  terminal) .   For  BP-2  3  accounting,  inputs   or  changes 
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Requisitions- 
Receipts- 


Local  Payments-> 
Issues  to  NIF — > 


NSY  LONG  BEACH 
BEACH 
SYMIS/MM 
System 


NSY  LONG  BEACH 


SPCC 


•>Tape  A- 
■>Tape  B- 
■>Tape  C- 


-BP-23  Transaction<- 

Reports 
-Status  of  Funds< 

Report 


NSC 
SAN  DIEGO 

UADPS 


Supply  System  Billings- 


Figure  1.   BP-2  3  Transactions 

to  obligations,  commitments  or  receipts  must  be  submitted  by 
the  Shipyard  via  the  three  magnetic  tapes. 

D.   RECONCILIATION  PROCEDURES 

The  accounting  system  for  BP-23  funds  requires 
sufficient  monitoring  to  ensure  that  all  transactions  have 
been  properly  recorded.  This  requires  reviewing  and 
comparing  the  inputs  and  outputs  for  UADPS  and  making  the 
necessary  corrections  to  ensure  that  the  official  accounting 
records  maintained  at  the  Supply  Center  are  correctly 
recorded.  It  is  this  reconciliation  procedure  that  requires 
the  most  man-hours  at  both  NSY  Long  Beach  and  NSC  San  Diego. 
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The  reconciliation  procedure  cycle  encompasses  about  a 
five  week  time  period.  This  five  week  period  begins  from 
the  cut-off  date  for  Shipyard  transactions  until  the  point 
at  which  any  corrected  data  are  re-entered  and  confirmed  as 
being  in  the  official  accounting  records  at  NSC  San  Diego. 

The  cut-off  date  for  the  Shipyard's  weekly  data 
transmission  is  Thursday.  This  is  commonly  called  the  data 
date.  A  data  date  of  December  17  means  all  transactions  for 
the  week  previous  to  and  including  December  17  are  included 
in  that  week's  records.  The  Shipyard  produces  the  three 
tapes  on  Thursday  night  for  one  week's  transactions.  To 
ensure  the  tapes  are  delivered  to  San  Diego  expeditiously, 
NSY  Long  Beach  uses  a  commercial  package  express  company 
(such  as  Federal  Express)  to  have  the  tapes  arrive  at  NSC 
San  Diego  on  the  following  Monday.  NSC  San  Diego  processes 
Tape  B  on  Tuesday's  "E  run"  and  Tapes  A  and  C  on  Wednesday's 
"F  run."  NSC  San  Diego  normally  prints  the  outputs  after 
the  "F  run"  on  Wednesdays. 

Printed  copies  of  the  outputs  are  mailed  to  NSY  Long 
Beach.  Personnel  reviewing  these  outputs  at  the  Shipyard 
typically  receive  them  by  the  following  Wednesday  or 
Thursday,  two  weeks  after  the  data  date.  When  they  are 
received,  the  Shipyard's  Stock  Fund  accounting  personnel 
review  and  compare  the  listings  to  identify  corrections  and 
update  Shipyard  records.  In  the  case  of  the  Listing  of 
Records  Added  to  EXCON  File,  after  researching  each  rejected 
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transaction,  the  hardcopy  listing  is  annotated  as  to  whether 
that  transaction  item  should  be  re-entered  or  deleted.  This 
listing  is  mailed  back  to  NSC  San  Diego  for  review  and  re- 
input.  The  other  listings  are  also  reviewed,  and  a 
reconciliation  procedure  is  conducted  to  ensure  the  official 
status  of  funds  reported  at  the  Supply  Center  agrees  with 
the  Navy  Stock  Fund  records  maintained  at  the  Shipyard. 
[Ref.  5] 

If  they  do  not  agree,  an  explanation  should  be  possible 
to  account  for  the  differences.  This  reconciliation 
procedure  has  been  described  by  NSY  Charleston,  in  a  manual 
provided  to  NSY  Long  Beach.  It  provides  the  step  by  step 
procedure  for  reconciling  the  records,  by  utilizing  the 
various  listings  described  earlier.  Any  corrections  to 
processed  transactions  (such  as  an  incorrect  obligation 
amount  originally  submitted)  are  submitted  into  SYMIS/MM  at 
the  Shipyard.  These  data  will  appear  in  the  following 
Thursday  data  date  tapes  and  then  be  sent  to  the  Supply 
Center.  The  Shipyard  will  receive  the  UADPS  generated 
listings  in  about  another  two  weeks,  with  the  corrected  data 
reflected  in  the  status  of  funds  report.  Thus,  approximate- 
ly five  weeks,  as  depicted  in  Figure  2,  have  elapsed  since 
the  original  data  date  in  this  reconciliation  procedure. 
[Ref.  5] 
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WEEK 

1 

THURS    FRI    SAT/SUN 

NSY  Tapes 
Made 

MON     TUE 

Tapes    E 
Arrive   Run 
at  NSC 

WED 

F  Run 

& 
Output 

2 

3 

NSY  Receives 
Listings 

Corrections 
Entered 

4 

NSY  Tapes 
Made 

Tapes     E 
Arrive    Run 
at  NSC 

F  Run 

& 
Output 

5 

NSY  Receives 
Corrected  Listings 

Figure  2.   Reconciliation  Time-Frame 

E.   REPORTING  PROCEDURES 

Monthly,  NSC  San  Diego,  as  well  as  the  other  supply- 
centers,  submit  a  Status  of  Funds  Report  to  SPCC,  the 
Project  Manager.  The  data  for  this  report  are  taken 
directly  off  the  latest  Status  of  Funds  report  produced  by 
UADPS.  The  report  to  SPCC  is  made  on  NAVCOMPT  Form  2129 
(Appendix  G)  and  reports  on  changes  since  the  last  report 
and  the  ending  balance  in  each  of  the  various  accounts.  The 
various  NAVCOMPT  Form  2129  reports  are  combined  at  SPCC,  and 
a  summary  report  providing  the  balances  in  the  BP-23 
allotment  accounts  is  sent  to  NAVSUP. 
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F.   AREAS  OF  CONCERN 

Through  the  process  described  above,  transactions 
concerning  Navy  Stock  Fund  financing  of  long  lead-time 
material  are  recorded  and  reported  to  NAVSUP.  NAVSUP, 
according  to  the  Navy  Stock  Fund  charter,  has  the  management 
responsibility  for  the  Navy  Stock  Fund.  Even  though  it  is  a 
revolving  fund,  it  is  subject  to  annual  administrative 
controls  for  budgeting  and  accounting.  NAVSUP  managers 
must,  therefore,  have  accurate  and  timely  data  with  which  to 
make  management  decisions  concerning  the  use  of  the  Navy 
Stock  Funds.  Efforts  to  improve  the  accounting  system  and 
use  of  BP-2  3  funds  have  generated  a  few  areas  of  concern. 

NAVSUP  (code  013)  has  identified  three  specific  areas 
within  the  BP-2  3  funding  process  which  are  of  concern  to  the 
management  at  NAVSUP  [Ref.  7].  The  first  area  is  an 
apparent  difference  between  the  obligation  rate  in  the 
Status  of  Funds  report  submitted  to  SPCC  and  NAVSUP  and  the 
obligation  rate  in  the  local  records  at  the  Shipyard.  At 
times  the  Shipyard  has  requested  additional  funds  during  the 
year  to  procure  additional  long  lead-time  material  because 
local  records  showed  that  all  allotted  funds  have  been 
spent.  Yet,  the  Status  of  Funds  Reports  maintained  at  SPCC 
and  NAVSUP  reflect  an  adequate  balance  of  funds  available  to 
meet  the  Shipyard's  needs. 

A  second  area  of  concern  is  the  large  balances 
maintained  in  the  Accounts  Payable  account  for  BP-23  funds. 
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The  average  balances  at  a  selected  few  sites  have  risen 
dramatically,  as  shown  in  Table  IV.  The  Accounts  Payable 
reflect  material  received  but  not  yet  paid  for.  Control  of 
outstanding  Accounts  Payable  is  necessary  to  ensure  followup 
action  is  accomplished  on  unmatched  shipping  documents.  A 
posting  to  Accounts  Payable  represents  an  amount  owed.  If, 
due  to  posting  errors,  an  amount  in  Accounts  Payable  is 
invalid,  the  amount  owed  is  overstated.  Therefore,  a  rising 
Accounts  Payable  balance  has  the  potential  to  overstate  the 
amount  of  debt.  A  third  area  of  concern  of  NAVSUP  is  the 
large  balance  maintained  in  the  Material-in-Transit  (MIT) 
account  for  BP-2  3  funds.  The  average  balance  in  MIT  has 
substantially  grown  at  some  commands,  as  shown  in  Table  IV. 
MIT  is  material  for  which  an  invoice  has  been  received  and 
paid  but  which  has  not  been  recorded  as  received  by  the 
Shipyard.  An  invalid  MIT  may  represent  material  which  has 
actually  been  received  but  not  reported  as  received. 
Another  reason  may  be  that  the  material  has  been  lost  in 
shipment  and  will  represent  a  loss  of  funds  and  material  if 
not  properly  accounted  for. 

G.   ACCOUNTING  SYSTEM 

The  Navy  Stock  Fund  transactions  must  be  properly 
recorded  and  its  funds  correctly  accounted  for.  The  Depart- 
ment of  Defense  has  stated  that  one  of  the  reguirements  for 
accounting  for  all  stock  funds  is  as  follows: 
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TABLE  IV1 


BP-2  3  NAVY  STOCK  FUNDS 

AVERAGE  BALANCES  FOR  ACCOUNTS  PAYABLE 
(DEC  1985  TO  SEP  1987) 
(IN  000's) 


Location 

Average 

Accounts 

%  change 

from 

Payable 

Balance 

FY8  6  to 

FY87 

FY  86 
$12,169 

FY  87 
$10,295 

Norfolk 

-  15% 

Pearl  Harbor 

3,212 

2,771 

-  14% 

Long  Beach 

2,508 

3,700 

48% 

Puget  Sound 

6,456 

6,834 

6% 

Mare  Island 

4,786 

5,547 

16% 

Charleston 

2,662 

2.362 

-  11% 

Philadelphia 

2,352 

7,478 

218% 

Portsmouth 

11,504 

5,081 

-  74% 

All  Commands       5,706      5,508         -   3% 


AVERAGE  BALANCES  FOR  MATERIAL- IN-TRANSIT 

(DEC  1985  TO  SEP  1987) 

(IN  000's) 


Location 

Average 

Balance 

%  change 

from 

Material 

-in-transit 

FY8  6  to 

FY87 

FY  86 
$  8,658 

FY  87 
$  7,831 

Norfolk 

-  10% 

Pearl  Harbor 

3,350 

4,367 

30% 

Long  Beach 

498 

2,007 

303% 

Puget  Sound 

3,813 

5,501 

44% 

Mare  Island 

3,710 

5,053 

36% 

Charleston 

1,739 

1,511 

-  13% 

Philadelphia 

2,571 

4,395 

71% 

Portsmouth 

7,588 

2,150 

-  76% 

All  Commands       3,991      4,102  3% 


■'■Raw  data  for  this  table  (Appendix  H)  were  extracted 
from  the  end  of  quarter  Status  of  Funds  Reports  for  fiscal 
years  1986  and  1987  and  provided  by  SPCC  (code  013)  from 
which  the  author  calculated  the  average  balances  and 
percentage  increases. 
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The  establishment  of  a  satisfactory  system  of  financial 
and  quantity  accounting  for  property  is  a  prerequisite  for 
the  complete  establishment  of  stock  fund  operations. 
[Ref.  8:p.  20] 

All  purchases  of  material  chargeable  to  the  Navy  Stock  Fund 

are  accounted  for  on  an  accrual  basis.   Accrual  accounting 

is  the  basis  of  accounting  whereby  revenues  are  accounted 

for  when  earned,  even  though  not  yet  collected,  expenses  are 

accounted  for  in  the  fiscal  period  during  which  benefits  are 

received  and  liabilities  for  unpaid  costs  are  accounted  for 

when  goods  and  services  are  received.   [Ref.  l:p.  3-109] 

As  previously  discussed,  Stock  Funds  are  provided  to  the 
Supply  Centers  as  allotments.  The  accounting  performed  at 
the  allotment  and  suballotment  level  is  described  as 
obligational  accounting.  Activities  holding  Navy  Stock  Fund 
allotments/suballotments  are  required  to  record  transactions 
as  commitments,  obligations,  and  expenditures  as  appropri- 
ate. Additionally,  allotment  holders  are  required  to  track 
receipt  of  material  in  order  to  properly  record  Accounts 
Payable  and  Material-in-Transit .  [Ref.  2:p.  G-16]  For 
control  purposes,  five  fund  control  accounts  were 
established  for  the  allotment  ledgers  and  are  listed  in 
Table  V.   [Ref.  l:p.  3-23] 

A  separate  accounting  process  from  obligational  account- 
ing is  called  revolving  fund  accounting.  Revolving  fund 
accounting  is  concerned  with  balance  sheets  and  income 
statements,  reflecting  the  Stock  Fund  as  an  entity.  It  is 
in  the  revolving  fund  accounting  process   that  the  balance 
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TABLE  V 

CHART  OF  FUND  CONTROL  ACCOUNTS 

Allotment  Ledger 

Account 

Normal 

Account  Title 

Number 

Balance 

Authorizations  Received 

100 

Debit 

Uncommitted  Authorizations 

300 

Credit 

Commitments 

400 

Credit 

Obligations 

500 

Credit 

Expenditures 

600 

Credit 

sheet  accounts  (including  cash  and  inventories)  are 
maintained.  [Ref.  2:p.  G-17]  The  general  ledger  for  these 
accounts  is  maintained  centrally  by  the  Navy  Regional 
Finance  Center  (NRFC),  Washington,  DC  [Ref.  l:p.  7-1].  The 
accounts  involved  in  the  Stock  Fund  General  Ledger 
maintained  at  NRFC  are  not  reviewed  in  this  thesis. 

The  process  of  reviewing  and  analyzing  the  BP-23 
accounting  process  is  based  on  the  general  accrual 
accounting  system  as  delineated  in  the  Navy  Comptroller 
Manual,  Volume  8  [Ref.  1] .  The  use  of  the  accrual  account- 
ing structure  and  control  accounts  are  the  accepted  and 
preferred  methods  to  control  and  record  the  BP-23  financial 
transactions.  The  accounting  procedures  established  by 
Department  of  Defense  Directive  7420.1  [Ref.  8]  and  the  Navy 
Comptroller  Manual,  Volume  8  [Ref.  1]  are  widely  regarded  as 
appropriate  in  both  industry  and  government. 

The  Navy  Comptroller  Manual,  Volume  8  describes  the 
journal  entries  required  for  the  allotment  ledgers 
maintained  at  the  Supply  Center  [Ref.  l:pp.  3-81 — 3-118].   A 
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brief  description  of  those  transactions  and  the  entries 

posted  to  the  applicable  BP-2  3  Navy  Stock  Fund  accounts  at 

the  Supply  Center  follows. 

1.   Commitments  and  Obligations 

Upon  receipt  of  the  suballotment  from  SPCC  the 

following  entry  is  prepared: 

Debit:   100  Authorizations  Received 

Credit:   3  00  Uncommitted  Authorizations 

As  commitments   are  established,   the  following  entry  is 

prepared: 

Debit:   3  00  Uncommitted  Authorizations 
Credit:   4  00  Commitments 

Upon  establishment  of  an  obligation  that  was  preceded  by  a 

commitment,  the  following  entry  is  prepared  in  the  amount  of 

the  obligation: 

Debit:   4  00  Commitments 
Credit:   500  Obligations 

If  a  previously  recorded  commitment  (for  example  $100)  is  in 

excess  of  the  amount  of  the  actual  obligation  (for  example 

$80) ,  the  following  journal  entry  is  prepared: 

Debit:   4  00  Commitments  100 
Credit:   3  00  Uncommitted 

Authorizations  2  0 

Credit:   500  Obligations  80 

If  a  previously  recorded  commitment  (for  example  $75)  is 

less  than  the  amount  of  the  actual  obligation  (for  example 

$100) ,  the  following  journal  entry  is  made,  to  bring  the 

commitment  and  obligation  into  agreement: 
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Debit:   300  Uncommitted  25 

Authorizations 
Debit:   4  00  Commitments  75 

Credit:   500  Obligations  100 

The  establishment  of  an  obligation  for  which  a  commitment 

was  not  previously  recorded  has  the  following  journal  entry 

made  in  the  amount  of  the  obligation: 

Debit:   3  00  Uncommitted  Authorizations 
Credit:   500  Obligations 

2 .   Accounts  Payable 

Typical   journal   entries   for   the   posting   of 

transactions  relating  to  Accounts  Payable  are  described 

next.   An  Accounts  Payable  is  established  when  a  receiving 

report,  indicating  receipt  of  material,  is  received  prior  to 

obtaining  a  paid  public  voucher,  whether  a  local  purchase  or 

a  Supply  System  reguistion: 

Debit:   500  Obligations 

Credit:   510  Accounts  Payable 

If  the  total  amount  on  the  receiving  document  differs  from 

the   amount   obligated,   an   adjustment   is   made   to   the 

applicable  authorization  account.   For  example,  if  a  receipt 

is  for  $100,  and  the  amount  obligated  is  for  $80,  the  entry 

posted  is: 

Debit:   500  Obligations  80 

Debit:   3  00  Uncommitted 

Authorizations         20 
Credit:   510  Accounts 

Payable  100 

Upon  receipt  of  a  paid  public  voucher,  the  following  entry 

is  made: 
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Debit:   510  Accounts  Payable 

Credit:   600  Cash  Disbursements 

The  system  designed  into  UADPS  does  not  allow  constructive 

receipts  to  be  generated  from  the  computer  [Ref.  4].   That 

is,  when  the  amount  posted  as  received  differs  from  the 

amount  posted  as  disbursed,   a  receipt  document  must  be 

generated  from  the  Shipyard.    UADPS  will  not  change  the 

amount  of  a  receipt.   When  the  amount  shown  on  a  paid  public 

voucher  (for  example  $95)  is  less  than  the  amount  previously 

established  in  Accounts  Payable  (for  example  $100) ,  Accounts 

Payable  is  reduced  by  only  the  amount  disbursed,  leaving  a 

balance  of  $5  remaining  in  Accounts  Payable: 

Debit:   510   Accounts  Payable      95 
Credit:   600  Cash 

Disbursements  95 

A  transaction  of  a  "credit  receipt,"  reporting  that  a  lower 

dollar  amount  (for  example  $5)  was  received  than  previously 

posted  (for  example  $100.00)  will  reduce  the  balance  in 

Accounts  Payable  resulting  from  the  billing  being  less  than 

the  amount  in  Accounts  Payable: 

Debit:   510  Accounts  Payable        5 
Credit:   3  00  Uncommitted 

Authorizations  5 

If  the  amount  shown  on  a  paid  public  voucher  (for  example 

$120.00)  is  in  excess  of  the  amount  previously  established 

in  Accounts  Payable  (for  example  $100.00)  an  adjustment  is 

made  to  Uncommitted  Authorizations  and  creates  a  Material- 

in-Transit: 
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Debit:   510  Accounts  Payable      100 
Debit:   300  Uncommitted 

Authorizations         20 
Credit:   600  Cash 

Disbursements  12  0 

Debit:   52  0  Prepaid  Stock  Fund 

Material  20 

Credit:   53  0  Stock  Fund 

Material-in-Transit  20 

In  order  to  reduce  the  balance  in  Material-in-Transit  after 

the  above  transaction  is  recorded,  a  receipt  adjustment  for 

$2  0  would  have  to  be  submitted,  resulting  in  the  following: 

Debit:   53  0  Stock  Fund 

Material-in-Transit     20 
Credit:   520  Prepaid  Stock 

Fund  Material  2  0 

3 .   Payments 

Upon  receipt  of  a  paid  public  voucher  prior  to 

receipt  of  material,  the  entry  is  recorded  as  follows: 

Debit:   500  Obligations 

Credit:   600  Cash  Disbursements 

Debit:   520  Prepaid  Stock  Fund  Material 

Credit:   530  Stock  Fund  Material-in-Transit 

If  the  amount  shown  on  a  paid  public  voucher  (for  example 

$45)  differs  from  the  amount  previously  established  as  an 

obligation   (for  example  $50)  ,   an  adjustment  is  made  as 

follows: 

Debit:   500  Obligations  50 

Credit:   600  Cash 

Disbursements  45 

Credit:   3  00  Uncommitted 

Authorizations  5 

Debit:   52  0  Prepaid  Stock  Fund 

Material  45 

Credit:   530  Stock  Fund 

Material-in-Transit  45 
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The  entry  to  record  receipt  of  material  after  the  above 

transaction  is  recorded  is  as  follows: 

Debit:   53  0  Stock  Fund  Material 
in  Transit 
Credit:   52  0  Prepaid  Stock  Fund 
Material 

The  above  entries  comprise  the  majority  of  transactions 

entered  on  the  allotment  ledgers  maintained  by  the  Supply 

Center. 
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III.  ANALYSIS  OF  DATA 

The  system  designed  for  Navy  Stock  Funding  of  long  lead- 
time  material  may  appear  simple  enough  to  work  smoothly. 
The  Shipyard  provides  input  data  via  three  magnetic  tapes  to 
the  Supply  Center.  The  Supply  Center,  with  computer 
capability  to  record  Stock  Fund  transactions,  is  able  to 
post  this  input,  along  with  supply  system  billings,  to 
provide  the  Shipyard  with  the  current  status  of  its  account 
and  provide  summary  reports  to  the  upper  echelon  managers. 
However,  this  simple  process  becomes  complex  when  one 
considers  where  the  data  originate  and  how  they  are 
processed. 

The  research  methodology  used  for  examining  the  official 
accounting  records  at  NSC  San  Diego  and  the  memorandum 
records  maintained  at  NSY  Long  Beach  consisted  of  reviewing 
historical  records,  interviewing  the  accounting  personnel 
and  observing  the  processes  that  occur  with  the  BP-2  3  Stock 
Fund  transactions.  The  input  tapes  generated  by  the 
Shipyard  were  reviewed  and  compared  to  the  output  reports 
from  the  Supply  Center.  Various  transactions  were  traced 
from  the  Shipyard's  tapes  to  the  reports  generated  by  UADPS, 
analyzing  how  these  transactions  were  posted  to  the  various 
accounts.  Additionally,  observations  were  made  as  to  how 
the  accounting  personnel  at  both  sites  performed  many  of 
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their  duties  during  an  on-site  visit  by  the  author  at  both 
NSY  Long  Beach  and  NSC  San  Diego.  Interviews  were  also 
conducted  with  the  accounting  personnel  during  the  visit  as 
well  as  by  telephone  before  and  after  the  visit. 

The  transactions  were  examined  throughout  the  posting 
process  by  tracing  document  numbers.  The  input  data 
submitted  via  the  tapes  are  keyed  by  a  document  number, 
which  is  a  14-digit  alphanumeric  number  to  identify  each 
transaction  individually.  The  document  number  consists  of  a 
six  digit  Unit  Identification  Code  (UIC)  ,  a  four  digit 
Julian  date,  and  a  four  digit  serial  number.  The  UIC 
identifies  a  specific  organization  within  the  military.  For 
example,  NSY  Long  Beach  has  a  UIC  of  N60258.  The  Julian 
date  is  a  number  which  identifies  the  consecutive  number  of 
days  into  a  specific  year.  The  first  digit  of  a  Julian  date 
represents  the  year,  and  the  last  three  digits  refer  to  the 
consecutive  number  of  days  from  the  beginning  of  the  year. 
Therefore,  a  Julian  date  of  6045  is  the  45th  date  into  1986 
(or  February  14,  1986).  The  last  part  of  the  document 
number,  the  serial  number,  is  a  four  digit  number  assigned 
by  the  office  generating  the  document  number  to  uniquely 
identify  that  particular  document  for  control  purposes. 

A  document  number  is  assigned  to  each  purchase  action 
for  material,  regardless  of  whether  the  material  is  obtained 
from  a  local  contract  or  from  the  Supply  System.  Each 
document  number  will  have  many  transactions  assigned  to  it. 
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For  example,  a  single  document  number  will  have  an 
obligation  posting  as  one  transaction,  a  receipt  posting  as 
another  transaction,  and  a  disbursement  of  funds  as  yet 
another  transaction.  All  these  transactions  relating  to  the 
same  purchase  of  material  are  tied  together  by  the  document 
number.  Each  document  number  can  be  traced  from  the  input 
tapes  to  the  output  reports  to  determine  when  and  in  what 
amount  the  transactions  were  posted  to  the  Stock  Fund 
accounts. 

A  complete  review  and  analysis  of  every  document 
currently  posted  to  the  accounts  would  take  a  tremendous 
amount  of  time  and  effort.  The  account  balances  with  the 
greatest  concern  are  those  in  the  Accounts  Payable  and 
Material-in-Transit  accounts.  Therefore,  random  samples  of 
document  numbers  from  these  two  accounts  were  taken  in  order 
to  perform  a  detailed  analysis  in  tracing  the  transaction 
postings  for  these  document  numbers.  The  samples  were  not 
made  to  identify  particular  attributes  of  the  documents 
listed  in  the  accounts,  but  rather  to  make  a  representative 
sample  of  the  accounts  to  determine  why  these  documents  were 
posted  to  the  accounts.  The  sample  sizes  selected  were 
based  on  the  author's  judgement  as  to  whether  the  samples 
resulted  in  representative  selections  from  the  accounts. 

An  analysis  was  also  conducted  to  determine  if  the 
transactions  submitted  by  the  Shipyard  were  being  accepted 
and  processed  by  UADPS  at  the  Supply  Center.   This  analysis 
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was  performed  by  tracing  the  document  numbers  and  various 
transaction  categories  (i.e.,  obligations,  commitments, 
receipts,  etc.)  by  the  dollar  amounts  listed  on  the  output 
reports  UADPS  generated  back  to  the  input  tapes  to  see  if 
they  match.  This  comparison  of  input  documents  and  output 
documents  was  the  basis  to  determine  whether  data  submitted 
by  the  Shipyard  are  accepted  into  UADPS  and  are  correctly 
processed. 

The  remainder  of  this  chapter  will  describe  the  author's 
findings  as  a  result  of  the  research  conducted.  After 
discussing  the  acceptance  of  data  into  UADPS,  and  how 
obligations  and  commitment  data  are  processed  the  results  of 
the  sampling  of  Accounts  Payable  and  Material-in-Transit 
will  be  discussed.  The  chapter  will  conclude  with 
additional  findings  made  as  a  result  of  observations  and 
interviews. 

A.   DATA  ACCEPTANCE 

A  detailed  examination  was  conducted,  comparing  the 
input  data  contained  on  the  Shipyard's  tapes  with  the  Supply 
Center's  output  reports.  Each  document  number  can  be  traced 
from  the  input  tape  to  the  various  reports  generated  by 
UADPS  to  see  if  the  transactions  were  processed.  Transac- 
tions processed  by  UADPS  will  be  listed  on  the  NSF  Allotment 
Posting  Detail  Report  (UADPS  UF4  3G) .  Transactions  rejected 
by  UADPS  will  appear  on  the  Listing  of  Records  Added  to 
EXCON  File.   Additionally,  a  summary  sheet  is  generated  by 
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SYMIS/MM,  showing  the  total  dollar  value  by  the  various 
categories  (commitments,  obligations,  receipts,  etc.)  of  the 
tape  inputs.  These  dollar  amounts  were  compared  with  the 
dollar  amounts  from  the  NSF  Control  Totals  Report  (UADPS 
UF42G) . 

Twelve  data  date  tapes,  from  30  November  1987  to  10 
March  1988,  were  compared  with  UADPS  output  reports. 
Receipts  submitted  by  the  Shipyard  were  correctly  accepted 
and  processed  by  UADPS  most  of  the  time.  Only  two  tapes 
(data  dates  December  31,  1987  and  January  29,  1988)  did  not 
have  the  receipt  input  data  matching  the  output  data.  This 
comparison  is  based  on  the  dollar  amounts  for  receipts 
submitted  on  Tape  B  with  the  dollar  amounts  for  receipts  on 
the  NSF  Control  Totals  Listing  for  each  of  these  weekly 
runs.  Additionally,  interviews  with  Shipyard  Stock  Fund 
accounting  personnel  [Ref.  5]  indicate  that  receipts  are 
usually  accepted  into  UADPS  and  seldom  appear  on  the  Listing 
of  Records  Added  to  EXCON  File.  The  total  number  of  receipt 
transactions  as  well  as  the  dollar  value  of  receipts 
submitted  on  the  tape  inputs  usually  match  the  receipt 
transaction  on  the  outputs. 

A  comparison  of  commitment  and  obligation  transactions 
between  the  Shipyard's  tape  inputs  and  UADPS  output  reports 
was  also  made.  This  research  found  that  a  large  number  of 
obligation  inputs  were  rejected  by  UADPS  and  that  the  dollar 
value  of  the  obligation  and  commitment  transactions  between 
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the  tape  inputs  and  the  output  reports  was  difficult  to 
compare.  The  obligation  document  numbers  rejected  by  UADPS 
were  placed  in  the  Listing  of  Records  Added  to  EXCON  File. 
A  review  of  14  weeks  of  data  tape  runs  from  October  21,  1987 
to  March  9,  1988  was  made  to  determine  the  reason  for  items 
appearing  on  the  Listing  of  Records  Added  to  EXCON  File. 
The  majority  of  transactions  on  this  listing  (which  are 
items  rejected  by  UADPS  and  not  posted)  were  obligations 
and,  more  specifically,  adjustments  to  obligations.  An 
adjustment  to  an  obligation  would  be  a  transaction  submitted 
by  the  Shipyard  to  increase  or  decrease  a  previously  posted 
obligation.  For  example,  an  obligation  may  have  been 
previously  posted  for  $100.  Upon  learning  of  a  price 
increase  of  $2  0  for  the  material  that  was  ordered,  the 
Shipyard  would  submit  an  obligation  adjustment  for  $2  0. 
This  would  increase  the  amount  in  the  Obligation  account  for 
that  particular  document  number  to  $12  0.  If  the  adjustment 
was  rejected  by  UADPS,  no  posting  would  be  made,  and  the 
Obligation  account  remains  at  the  original  obligation  of 
$100. 

The  main  reason  for  the  rejections  was  due  to  an 
obligation  adjustment  and  a  receipt  being  made  in  the  same 
week  for  the  same  document.  Due  to  the  timing  of  entering 
the  tapes  into  UADPS,  these  adjustments  will  not  match  up 
when  processed.  When  an  adjustment  to  an  obligation  is 
made,  it  is  submitted  on  Tape  A.   A  receipt  is  sent  on  Tape 
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B.   If  both  the  adjustment  and  receipt  are  submitted  in  the 

same  week,  Tape  B,  listing  the  receipt,  is  posted  to  UADPS 

first,   on  Tuesday.   Ledger  entries  and  descriptions   for 

typical  transactions  were  described  in  Chapter  II.   Using 

the  above  example,  if  a  receipt  for  $120  is  posted,  when  the 

original  obligation  was  $100,  the  $20  difference  reduces 

Uncommitted  Authorizations, 

Debit:   500  Obligations         100 
Debit:   3  00  Uncommitted 

Authorizations      20 
Credit:   510  Accounts 

Payable  120 

Tape  A,   containing  an  adjustment  to  the  obligation  for 

$2  0.00,  is  not  posted  until  Wednesday.   When  UADPS  attempts 

to   make   the   obligation   adjustment,   it   looks   in   the 

Obligations  account  for  that  document  number.   UADPS  cannot 

match  the  adjustment  to  the  original  obligation,  as  it  was 

cleared  on  the  previous  day  when  the  receipt  was  posted.   No 

obligation  adjustment  can  be  made  to  the  document  number 

when  it  no  longer  exists  in  the  Obligation  account.   As  a 

result  the  adjustment  is  rejected  and  shows  up  on  the 

Listing  of  Records  Added  to  EXCON  File. 

All  line  items  appearing  on  the  Listing  of  Records  Added 

to  EXCON  File  were  reviewed  to  determine  why  they  were 

rejected.   In  576  out  of  740  line  rejections  (78%)  appearing 

in  the  14  weeks  of  Listing  of  Records  Added  to  EXCON  File 

reviewed,   the  rejections  were  due  to  an  adjustment  not 

matching  an  obligation.    Investigating  these  transactions 
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indicated  a  receipt  was  posted  on  Tuesday's  "E  run,"  and  the 
adjustment  was  rejected  on  Wednesday's  "F  run."  After  the 
transactions  are  posted,  the  Stock  Fund  accounts  are 
correctly  stated  (assuming  the  input  documents  had  the 
correct  dollar  amounts  submitted) ,  because  any  receipt 
greater  than  the  original  obligation  is  adjusted  by 
decreasing  uncommitted  authorizations.  However,  this  type 
of  transaction  resulted  in  576  out  of  740  line  rejections, 
making  it  necessary  for  the  Shipyard  accounting  personnel  to 
investigate  each  item,  only  to  find  that  no  corrective 
action  was  required  for  these  576  rejections. 

Further  investigation  was  performed  to  determine  why  the 
adjustments  were  submitted  in  the  same  week  as  the  receipts. 
Inquiries  made  by  the  NSY  Long  Beach  Stock  Fund  accounting 
personnel  revealed  the  reason.  When  entering  the  receipts 
in  the  Shipyard's  SYMIS/MM  computer  system,  the  system 
generates  an  obligation  adjustment  if  the  dollar  value  of 
the  receipt  is  different  than  the  original  obligation. 
Therefore,  the  Supply  Department  personnel  enter  the  receipt 
into  SYMIS/MM,  and  an  obligation  adjustment  is  generated. 
Both  transactions,  the  receipt  and  the  adjustment,  are 
submitted  to  the  Supply  Center  in  the  weekly  tapes, 
resulting  in  the  large  number  of  rejections.   [Ref.  10] 

While  this  type  of  transaction  causes  an  item  to  appear 
on  the  Listing  of  Records  Added  to  EXCON  File  and  additional 
work  for  the  accounting  personnel  to  research  the  reason  for 
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it  showing  up  on  this  listing,   it  does  not  cause  any 

imbalance  in  the  Stock  Fund  accounts.   When  the  receipt  is 

posted,  any  amount  received  above  the  original  obligation  is 

taken  from  Uncommitted  Authorizations.   Therefore,  the  total 

amount  of  reduction  in  Uncommitted  Authorizations  has  been 

correctly  posted. 

As  previously  stated,  a  comparison  of  the  dollar  value 

of  commitments  and  obligations  between  the  inputs  and  output 

reports   was   difficult   to   conduct.     One   factor   which 

complicates  the  matching  of   input  and  output  data  for 

commitments  and  obligations  is  the  effect  posting  different 

types  of  transactions  has  on  the  balance  in  commitments  and 

obligations.   The  sequence  in  which  various  transactions  are 

posted  to  a  particular  document  number  will  affect  what 

happens  to  the  commitment  and  obligation  balance  for  that 

document  number.   As  described  in  the  UADPS  Application  "F" 

manual : 

Many  of  the  obligations  tallied. . .will  reduce  uncommitted 
authorizations  instead  of  liquidating  existing 
commitments,  while  many  receipts  and  disbursements  will 
either  increase  or  decrease  uncommitted  authorizations 
because  excess  or  insufficient  funds  have  been  obligated. 
[Ref.  9:p.  3-589] 

Therefore,  no  real  comparison  can  be  made  between  the  dollar 

amounts  of  commitments  and  obligations  submitted  by  the 

Shipyard  and  the  Status  of  Funds  Report  generated  by  UADPS. 

A  comparison  can  be  made  between  the  Shipyard  input  from  the 

tapes  and  the  three  output  listings,  NSF  Allotment  Detail 

Record  Posting,  the  Listing  of  Records  Added  to  EXCON  File 
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and  the  Detail  Long  Lead-Time  Report.  These  three  outputs 
list  the  entries  posted  as  a  result  of  the  tape  input.  This 
comparison  will  readily  show  whether  a  particular  transac- 
tion submitted  by  the  Shipyard  has  been  processed.  However, 
any  attempt  to  compare  commitment  and  obligation  input 
dollar  amounts  to  the  Status  of  Funds  report  will  be 
impossible  because  the  Shipyard  personnel  are  unable  to 
predict  the  effect  Supply  System  billings  that  the  Supply 
Center  receives  will  have  on  commitments  and  obligations. 

Based  on  these  findings,  the  question  as  to  the 
difference  in  obligations  reported  by  the  Shipyard  and  the 
obligations  as  stated  in  the  Status  of  Funds  Report 
(NAVCOMPT  Form  212  9)  submitted  to  SPCC  will  be  discussed. 
The  data  maintained  at  the  Shipyard  concerning  BP-2  3 
transactions  should  theoretically  match  the  data  maintained 
in  the  official  accounting  records  at  the  Supply  Center.  An 
obvious  difference  is  the  delay  between  the  time  transac- 
tions occurred  at  the  Shipyard  and  when  they  are  posted  at 
the  Supply  Center.  This  delay  is  quite  substantial  and  can 
lead  to  an  enormous  difference  in  the  account  balances  at 
the  two  locations.  Consequently,  the  account  balances 
maintained  at  the  Shipyard  and  the  account  balances  reported 
to  SPCC  and  NAVSUP  will  have  differences. 

The  interviews  conducted  with  the  accounting  personnel 
at  NSY  Long  Beach  [Ref.  5]  recalled  only  one  instance  when  a 
difference  in  the  available  balance  of  funds  the  Shipyard 
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had  recorded  and  information  available  to  SPCC  caused  a 
problem  at  the  Shipyard  level.  In  this  case,  the  Shipyard 
was  close  to  the  end  of  a  quarter  and  had  spent  nearly  all 
their  available  funds.  However,  in  telephone  conversations 
with  SPCC,  Shipyard  personnel  learned  that  SPCC's  records 
showed  adequate  funds  were  available  at  the  Shipyard. 
However,  SPCC  was  looking  at  old  data.  The  difference 
between  the  Shipyard's  and  SPCC's  records  is  due  to  the 
timing  delay  in  recording  transactions  and  submitting 
reports. 

For  example,  if  the  Shipyard  is  near  the  end  of  a 
quarter  (such  as  the  last  week  in  December)  ,  SPCC  could  be 
looking  at  a  Status  of  Funds  Report  which  contains 
information  as  much  as  six  weeks  old.  The  most  recent 
Status  of  Funds  Report  (NAVCOMPT  Form  212  9)  that  SPCC  would 
have  is  the  monthly  report  covering  November.  If  the  last 
day  of  November,  the  3  0th,  is  a  Tuesday  for  example,  the 
data  contained  in  that  report  does  not  include  the  data  date 
tape  submitted  by  the  Shipyard  from  the  previous  Thursday 
(the  2  6th)  .  In  fact,  the  most  recent  tape  input  would  be 
from  a  week  prior  (the  19th) .  The  November  Status  of  Funds 
Report  would  be  missing  11  days  of  transactions. 

Based  on  this  scenario,  in  the  last  week  of  December, 
SPCC  has  information  on  the  account  balances  for  NSY  Long 
Beach  as  of  19  November,  almost  six  weeks  old  data.  From 
October  1987  through  March  1988,   the  average  amount  of 
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commitments  plus  obligations  submitted  by  NSY  Long  Beach  was 
$1,213,000  every  six  weeks1.  Therefore,  a  difference  in 
over  $1  million  between  the  Shipyard  and  SPCC  for 
commitments  and  obligations  would  not  be  unusual.  Other 
factors  may  also  make  this  situation  worse.  If  the  report 
SPCC  is  reviewing  has  some  incorrect  data  (for  example,  an 
obligation  was  incorrectly  entered  for  $100,000  instead  of 
the  correct  obligation  of  $1  million) ,  the  differences  could 
be  even  more  substantial. 

An  additional  item  confusing  the  obligation  differences 
between  the  Shipyard  and  NAVSUP  are  the  reporting 
procedures.  The  Shipyard  reports  quarterly  to  NAVSEA  a 
three  line  summary  in  the  following  format  [Ref .  5] : 

Fiscal  Year-to-date  Authorizations. 

Fiscal  Year-to-date  Commitments. 

Fiscal  Year-to-date  Obligations. 
This  report  is  used  by  NAVSEA  to  monitor  the  spending  of 
annual  Stock  Fund  grants  given  to  the  Shipyards.  It  is  not 
provided  to  NAVSUP,  only  used  within  NAVSEA.  The  fiscal 
year-to-date  numbers  refer  only  to  the  gross  amounts  for  the 
current  fiscal  year  (since  the  previous  October  1)  .  The 
gross  commitments  and  obligations  are  the  total  commitments 
and  obligations  originally  submitted  by  the  Shipyard.  That 
is,  these  figures  are  based  on  input  data  the  Shipyard 


■'-This  is  based  on  the  total  commitments  and  obligations 
as  reported  on  the  NSF  Control  Totals  Report  (UADPS  UF42G) 
for  the  period  1  October  1987  to  31  March  1988. 
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submits  on  their  tape  input  to  the  Supply  Center.  Any 
adjustments  as  the  result  of  Supply  System  billings 
affecting  commitments  or  obligations  are  not  reflected  in 
these  figures.  As  previously  stated,  any  attempt  to  compare 
input  commitment  and  obligation  data  to  the  commitment  and 
obligation  data  on  the  official  Status  of  Funds  reports  will 
result  in  incorrect  conclusions.  Whereas  the  report  to 
NAVSEA  provides  a  guide  to  determine  how  the  Shipyard  is 
progressing  on  obligating  annual  funding  grants,  it  does  not 
provide  the  full  picture  of  the  current  status  of  the 
available  balance  of  funds  at  the  Shipyard.  NAVSUP  receives 
data  from  the  Status  of  Funds  Reports,  which  contains  more 
than  the  three  items  listed  in  the  NAVSEA  report.  Based  on 
the  interviews  conducted,  it  appears  that  when  conversations 
are  held  between  NAVSEA  and  NAVSUP  personnel,  discussions 
concerning  the  amount  of  obligations  and  commitments,  based 
on  the  information  each  command  possesses,  result  in 
different  conclusions.  A  comparison  between  the  commitments 
and  obligations  in  the  report  to  NAVSEA  and  the  available 
balance  of  funds  as  reported  in  the  Status  of  Funds  Report 
is  not  effective,  as  many  factors,  as  discussed  above,  cause 
these  two  reports  to  be  different. 

The  obligation  differences  between  the  information  at 
the  Shipyard  and  NAVSUP  involve  a  number  of  causes.  The 
largest  is  the  lag  time  in  reporting  between  the  Shipyard 
and  NAVSUP.    However,   contributing  factors  such  as  the 
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difference  in  the  report  NAVSEA  receives  and  the  Status  of 
Funds  Report  SPCC  receives,  also  cause  a  difference  in  the 
calculation  of  obligations  and  balance  of  funds. 

B.   ACCOUNTS  PAYABLE 

As  shown  in  Table  IV  in  Chapter  II,  the  average  balance 
in  Accounts  Payable  at  NSY  Long  Beach  increased  by  48%  from 
FY86  to  FY87.  While  a  balance  in  Accounts  Payable  is 
normal ,  that  amount  of  growth  in  the  average  balance  is 
excessive.  For  standard  stock  material  requisitioned 
through  the  Supply  system,  it  not  unusual  to  have  some 
balance  in  Accounts  Payable.  Disbursements  may  not  be 
recorded  until  after  material  has  been  received  at  the 
Shipyard.  For  material  procured  through  a  local  contract, 
receipt  of  the  material  is  expected  prior  to  making  a 
payment  to  the  contractor.  Therefore,  material  receipt 
prior  to  processing  the  payment  for  the  material  is  normal. 

In  order  to  determine  the  reasons  for  the  growth  in 
Accounts  Payable,  a  sample  of  documents  was  taken  from  the 
March  31,  1988  Accounts  Payable  Summary  (UADPS  report 
KF08G1) .  An  analysis  of  only  the  oldest  documents,  those 
listed  in  Accounts  Payable  for  more  than  241  days,  was  made. 
From  a  random  sample  of  12  5  document  numbers  (from  a  total 
population  of  1912  document  numbers)  ,  the  following 
breakdown  by  status  was  discovered: 
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Number  of  Documents 

Material  received  from  the 

Supply  System,  no  disbursement  posted  81 

Material  received  from  local 

purchase,  no  disbursement  posted  3  0 

The  amount  disbursed  was  less  than 

the  original  amount  posted  to 

Accounts  Payable  8 

The  amount  in  Accounts  Payable  was 

equal  to  four  times  the  receipt 

amount  3 

The  amount  in  Accounts  Payable 

equalled  the  amount  disbursed  3 

Upon  identifying  the  random  sample  of  document  numbers,  the 

author  researched  the  transaction  history  of  each  document 

number.   This  research  was  done  by  using  a  microfiche  copy 

of  the  Navy  Stock  Fund  Transaction  History  Listing  (Report 

Number  MM-7  59A) ,  which  was  provided  by  NSY  Long  Beach,  Code 

620.4.    This  listing  provides  the  cumulative  history  of 

transactions   for  each  document  number  the  Shipyard  has 

recorded  in  the  SYMIS/MM  database.   This  listing  will  have 

the   disbursements   for   local   purchase   requisitions,   if 

recorded,  but  will  not  have  any  disbursements  listed  for 

Supply   System  requisitions.     Supply  System  requisition 

disbursements  are  sent  to  the  Supply  Center  and  posted  to 

UADPS   records.     The   results   of   researching   the   local 

purchase  requisitions  will  be  discussed  first. 

Upon  identifying  the  3  0  documents  as  local  purchase 

requisitions   and   tracing   the   posting   action   for   the 

obligations,  receipts,  and  any  partial  disbursements  made, 
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the  document  numbers  were  provided  to  code  620.4  for  further 
research  to  determine  why  the  Accounts  Payable  balance  did 
not  have  a  disbursement  processed  on  these  documents. 
Researching  these  3  0  documents  revealed  two  problem  areas. 
Some  of  the  local  purchases  were  paid  by  the  NSY  Long  Beach 
Imprest  Fund  cashier.  An  Imprest  Fund  is  similar  to  a  petty 
cash  fund,  allowing  small  dollar  amounts  to  be  paid  for 
local  purchases.  Upon  paying  for  purchases,  the  individual 
coding  the  Imprest  Fund  payments  did  not  cite  the  Navy  Stock 
Fund  for  payment,  but  rather  the  Navy  Industrial  Fund  [Ref. 
11]  .  The  Accounts  Payable  section  at  NSY  Long  Beach  had 
already  identified  this  error  and  had  taken  action  to 
correct  this  process.  However,  there  still  exist  past 
documents  posted  to  the  Stock  Fund  Accounts  Payable  and  not 
corrected.  From  the  random  sample,  two  document  numbers 
were  Imprest  Fund  payments,  totalling  $123.56. 

The  second  reason  the  3  0  local  purchase  documents  were 
listed  in  Accounts  Payable  was  due  to  the  billing  process 
with  Other  Disbursing  Officer  (0D0)  payments.  These 
payments  are  made  by  a  Disbursing  Office  other  than  NSY  Long 
Beach  as  a  result  of  a  purchase  request  sent  to  a  contract- 
ing office  in  another  geographic  area.  As  best  as  can  be 
determined  from  interviews,  these  payments  are  not  being 
recorded  in  a  manner  to  update  the  accounting  records  at  the 
Supply  Center.  The  Shipyard  Accounts  Payable  section  is 
receiving  notification  from  the  other  Disbursing  Offices 
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that  a  payment  has  been  made.  The  Accounts  Payable  section 
is  recording  the  item  and  deleting  it  as  an  Accounts  Payable 
item  on  the  Shipyard's  records.  However,  the  payment  is  not 
being  recorded  in  the  SYMIS/MM  database  in  a  manner  to  allow 
this  information  to  be  passed  on  to  the  Supply  Center  via 
the  weekly  tape  inputs.  The  author  was  unable  to  determine 
the  exact  reason  why  0D0  payments  were  not  being  processed 
in  a  manner  to  allow  reporting  these  payments  to  NSC  San 
Diego.  It  was  determined  that  payments  were  made  on  all  the 
outstanding  Accounts  Payable;  they  were  just  not  being 
recorded  into  UADPS .  The  random  sample  had  28  document 
numbers  totalling  $117,958.21  which  were  attributed  to 
unrecorded  0D0  payments. 

For  eight  of  the  items  in  the  random  sample,  the  amount 
billed  was  less  than  the  amount  posted  as  received.  As 
shown  in  the  entries  in  Chapter  II,  if  a  disbursement  is 
recorded  for  an  amount  less  than  the  posted  receipt  price, 
the  difference  remains  in  Accounts  Payable.  The  difference 
will  remain  in  Accounts  Payable  until  the  Shipyard  processes 
a  credit  receipt.  For  the  eight  documents  in  the  sample, 
processing  a  credit  receipt  will  clear  the  amount  in 
Accounts  Payable  (amounting  to  $19,201.09).  The  eight 
documents  all  had  payments  for  the  total  receipt  guantity. 
Therefore,  the  disbursements  were  not  for  partial  receipts. 

Three  documents  in  the  sample  had  an  amount  posted  to 
Accounts  Payable  which  was  exactly  four  times  the  posted 
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receipt  price.  The  three  documents  had  receipts  submitted 
to  the  Supply  Center  all  in  the  same  week  (in  October  1985) . 
NSY  Long  Beach  Stock  Fund  personnel  identified  these 
transactions  as  receipts  for  which  the  receipt  tape 
submitted  to  the  Supply  Center  had  a  processing  problem  when 
entered  into  UADPS  [Ref.  12].  Receipts  processed  from  this 
tape  were  recorded  into  UADPS  with  multiple  receipts, 
causing  the  Accounts  Payable  amount  to  be  four  times  the 
original  receipt  price.  Previous  research,  resulting  in 
correcting  other  documents  of  this  nature,  had  been 
performed  in  the  past  by  the  Shipyard  accounting  personnel. 
Corrective  action  needed  for  these  documents  is  to  post  a 
credit  receipt  to  reduce  the  posted  receipt  amount  in  UADPS. 
The  three  documents  in  the  sample  which  had  this  multiple 
receipt  problem  totaled  $5,795.76  in  Accounts  Payable. 

Three  documents  in  the  sample  had  an  amount  posted  to 
Accounts  Payable  which  equalled  a  posted  disbursement  and 
also  matched  the  amount  recorded  as  received  at  the 
Shipyard.  If  the  amount  disbursed  equalled  the  receipt, 
there  should  be  no  Accounts  Payable  for  that  item.  It 
appears  one  of  these  documents  had  the  receipt  posted  twice, 
causing  the  Accounts  Payable  balance.  As  best  as  can  be 
determined,  UADPS  could  not  match  the  disbursement  with  the 
receipt  for  the  other  two  documents,  but  it  could  not  be 
identified  why  not.  These  three  documents  totalled  $261.56 
in  Accounts  Payable. 
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The  remaining  81  documents  in  the  sample  of  Accounts 
Payable  over  241  days  old,  accounting  for  65%  of  the  sample, 
were  recorded  as  received  but  were  awaiting  Supply  System 
billings.  These  84  documents,  totalling  $85,249.00,  were 
for  standard  stock  material,  ordered  through  the  Supply 
System  and  received  at  the  Shipyard.  Yet,  the  Supply  Center 
did  not  have  a  posted  payment.  Some  of  these  documents  had 
been  posted  to  Accounts  Payable  as  long  ago  as  1984.  The 
dollar  values  ranged  from  21  cents  up  to  $13,840,  and  the 
type  of  material  requisitioned  also  varied.  The  billings 
for  standard  stock  material  requisitioned  through  the  Supply 
System  are  electronically  received  at  the  Supply  Center. 
When  received,  there  is  no  manual  input  that  would  cause  the 
billings  to  be  any  different  from  what  was  submitted  by  the 
activity  issuing  the  material. 

The  81  documents  were  investigated  by  the  Supply  Center, 
only  to  reveal  that  no  disbursements  were  posted,  which  is 
the  reason  they  are  in  Accounts  Payable.  For  eight  of  these 
documents,  a  receipt  was  posted  to  the  accounts  before  an 
obligation  was  posted.  This  process  is  not  normal,  as  an 
obligation  should  be  posted  before  a  receipt.  This  type  of 
posting  order  is  cause  to  suggest  a  possible  error.  The 
suspected  error  is  that  the  document  number  used  to  record 
the  receipt  is  different  than  the  document  number  used  to 
record  the  disbursement.  For  example,  if  the  receipt  is 
recorded  under  a  different  document  number  by  a  keying  error 
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to  SYMIS/MM  at  the  Shipyard,  the  receipt  will  not  match  any 
existing  document  number  in  the  Obligation  account.  This 
transaction  would  cause  Uncommitted  Authorizations  to 
decrease  and  Accounts  Payable  to  increase.  The  original 
obligation  would  most  likely  have  a  disbursement  made  under 
the  correct  document  number,  awaiting  a  receipt  to  be 
posted.  This  payment  with  no  receipt  posted  creates  an 
entry  in  the  Material-in-Transit  account.  To  correct  this 
situation,  the  two  different  document  numbers,  one  in 
Accounts  Payable  and  one  in  Material-in-Transit,  which  refer 
to  the  same  material  ordered,  must  be  identified.  The 
incorrect  document  number  must  be  removed  and  the  accounts 
corrected.  While  the  author  suspects  these  eight  documents 
of  having  this  type  of  error,  no  corresponding  postings  in 
the  Material-in-Transit  accounts  could  be  found  as 
verification.  The  remaining  73  documents  could  not  be 
specifically  identified  as  to  why  disbursements  have  not 
been  posted,  even  though  receipts  were  processed.  The 
results  of  the  entire  Accounts  Payable  sample  are  summarized 
in  Table  VI. 

While  the  sample  research  did  not  result  in  identifying 
the  causes  of  why  the  Supply  System  disbursements  were  not 
posted  to  the  Stock  Fund  accounts,  causes  of  why  the 
Accounts  Payable  account  has  grown  were  discovered.  The 
responsibility  for  reviewing  and  reconciling  the  BP-2  3 
Accounts  Payable  account  lies  with  the   Supply  Center,  as 
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TABLE  VI 

SAMPLE  OF  125  LINE  ITEMS 
FROM  ACCOUNTS  PAYABLE 
(GREATER  THAN  241  DAYS  OLD) 


Total  Accounts  Payable  (March  31,1988): 

(1912  documents) 
Total  Accounts  Payable  in  Sample: 

(125  documents) 


$  3,072,130 
228,328 


Number  of  Dollar 
Documents   Value 


81 

$84,987 

2 

124 

28 

117,958 

8 

19,201 

3 

5,796 

3 

262 

Explanation 

Recorded  as  received;  no  Supply 

System  disbursement  posted 
Local  purchase  documents;  Imprest 

Fund  billed  to  NIF 
Local  purchase  documents;  0D0 

payment  not  recorded 
Disbursed  amount  less  than 

Receipt  amount 
Receipt  Tape  processing  error 
Disbursement  did  not  match  receipt 
in  UADPS 


delineated  in  the  Requirements  Statement  as  provided  in  the 

1983  letter  by  the  Chief  of  Material: 

UADPS -SP  programs  produce. .. follow-up  cards  to  be  used  for 
requesting  billings  for  accounts  payable  over  60  days  old. 
NSC  will  check  with  NSY  to  determine  if  the  NSY  received 
and  processed  the  bill  in  error.  If  the  NSY  response  is 
negative  the  NSC  will  request  another  bill  from  the 
billing  activity  and  will  then  process  the  bill  in  the 
UADPS-SP  programs.  Valid  write-offs  of  accounts  payable 
will  be  processed  by  the  NSY  generating  a  credit. .. receipt 
document  and  a  credit. . .expenditure  to  credit  NIF  funds. 
[Ref.  4:p.  14] 

However,  both  the  Supply  Center  and  the  Shipyard  personnel 

recognized  in  early  1988  that  no  action  to  reconcile  and 

clear  the  Accounts  Payable  account  was  being  accomplished. 

Interviews   with   both   the   Supply   Center   and   Shipyard 
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personnel  [Refs.  5,6]  indicate  both  commands  thought  the 
other  was  taking  the  necessary  action  on  Accounts  Payable. 
As  a  result  no  one  was  attempting  to  match  billings  and 
receipts  if  either  were  processed  in  error.  No  one  was 
writing  off  Accounts  Payable  when  authorized,  and  the 
Accounts  Payable  account  continued  to  grow.  It  was  only 
after  conversations  between  the  Supply  Center  and  the 
Shipyard  that  the  Accounts  Payable  follow-up  action  was 
taken  aggressively  in  the  spring  of  1988.  It  was  at  this 
time  the  Supply  Center  accounting  personnel  began  diligently 
reviewing  and  clearing  Accounts  Payable  amounts.  This 
clearing  process  included  identifying  which  billings  have 
not  been  received,  requesting  billings  if  appropriate  and 
looking  for  billings  received  that  did  not  match  BP-23 
Accounts  Payable  amounts. 

One  of  the  contributing  factors  in  this  confusion  over 
Accounts  Payable  responsibility  is  the  lack  of  written 
guidance  concerning  BP-2  3  Stock  Funding  processes.  While 
the  Requirements  Statement  states  the  responsibility  for 
Accounts  Payable,  little  attention  was  paid  to  this 
document.  Based  on  the  interviews  conducted  for  this 
thesis,  the  Requirements  Statement,  written  in  198  3  by  the 
now  disestablished  Naval  Material  Command,  is  not  commonly 
used  as  a  reference.  Personnel  were  generally  aware  of  the 
Requirements  Statement,  but  were  not  familiar  with  the 
information  contained  within  it. 


52 


C.   MATERIAL-IN-TRANSIT 

The  average  balance  in  material-in-transit  (MIT)  at  NSY 
Long  Beach  had  the  largest  percentage  change  (303%)  from 
FY86  to  FY87  of  all  the  locations  shown  in  Table  IV,  Chapter 
II.  Some  amount  will  naturally  occur  in  MIT,  as  disburse- 
ments are  recorded  prior  to  receipt  of  material.  If 
material  is  received  from  the  Supply  System,  payments  for 
the  material  are  many  times  processed  before  the  material  is 
received  at  the  Shipyard.  For  any  type  of  requisition,  once 
a  disbursement  is  received  at  the  Supply  Center,  it  is 
treated  as  a  paid  voucher  and  posted,  regardless  of  whether 
it  can  be  matched  to  a  receipt  or  an  obligation.  As 
explained  in  the  ledger  entry  descriptions  in  Chapter  II, 
the  amount  of  a  disbursement  is  posted  to  the  Material-in- 
Transit  account  if  no  receipt  was  previously  recorded. 
Theoretically,  an  MIT  should  not  exist  for  BP-23  funded 
local  purchased  material.  A  payment  would  not  be  processed 
until  supported  by  a  receipt  document2. 

As  for  the  analysis  of  Accounts  Payable,  a  random  sample 
of  documents  numbers  listed  in  the  Material-in-Transit 
account  was  drawn.  From  the  March  31,  1988  Material-in- 
Transit  (MIT)  listing  for  documents  listed  in  MIT  over  181 
days,   a   random  sample  of   102   items  was  taken  from  a 


2If  a  contract  calls  for  prepayments  of  material,  a  MIT 

could   exist.     However,   for  the  type   of   repair  parts 

purchased  with  BP-2  3  funds,  this  type  of  arrangement  would 
be  highly  unusual. 
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population  of  119  6  document  numbers.    The  102  document 

numbers  were   researched  by  using  the  Navy  Stock  Fund 

Transaction   History   Listing   (Report  Number  MM-759A)   to 

determine   the   postings   for   obligations,   billings   and 

receipts,  if  applicable.   After  researching  the  102  document 

numbers,  the  following  breakdown  by  status  was  discovered: 

Number  of  documents 

No  receipt  was  posted,  but  the 

material  was  purchased  by  NIF  3  3 

Amount  billed  was  greater 

than  the  amount  of  receipt  32 

Amount  billed  was  equal  to 

the  amount  posted  as  received  12 

NSY  recorded  cancellation, 

but  billing  was  received  9 

No  matching  obligation  document 

for  the  disbursement  6 

Only  partial  receipt  posted, 

billed  for  entire  amount  3 

Miscellaneous  7 

Theoretically,  the  Navy  Industrial  Fund  (NIF)  should  not 

buy  any  material  until  it  is  received  at  the  Shipyard.   NIF 

buys  the  material  in  the  year  the  Shipyard  receives  its 

funding  to  perform  a  ship's  overhaul.   Only  after  receipt  of 

the  material  would  the  NIF  funds  be  charged  for  the  material 

financed  with  BP-23   Stock  Funds.    Thirty-three  of  the 

documents  in  the  sample  did  not  have  a  receipt  posted, 

causing  the  MIT  balance,  yet  there  was  an  expenditure  made 

to  NIF.   In  other  words,  no  receipt  was  posted  and  yet  NIF 
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bought  the  material,  reimbursing  the  Stock  Fund.  These 
document  numbers  were  investigated,  tracing  the  transaction 
postings  through  the  various  output  reports  and  Fund 
accounts.  It  was  discovered  that  a  receipt  tape  submitted 
for  the  week  of  13-20  December  1985  was  not  processed  in 
UADPS.  A  tape  was  generated  by  the  Shipyard  for  that  week, 
but  the  tape  was  never  processed  by  UADPS .  There  were  no 
records  to  indicate  why  the  tape  wasn't  processed.  Whether 
the  tape  never  arrived  at  NSC  San  Diego  or  whether  it  was 
damaged  and  not  entered  was  not  determined.  Material  was 
received  at  the  Shipyard  for  the  3  3  sample  documents,  but 
the  receipts  were  never  entered  into  UADPS.  Resubmitting 
the  receipts  into  UADPS  will  clear  these  items,  totalling 
$4,715.46. 

There  were  3  2  documents  for  which  the  amount  disbursed 
by  the  Stock  Fund  was  greater  than  the  amount  posted  as 
received.  The  difference  between  the  two  amounts  was  posted 
to  MIT.  These  documents  can  be  cleared  from  MIT  when  the 
Shipyard  submits  an  adjustment  receipt,  increasing  the 
dollar  amount  of  the  receipt  for  those  documents.  However, 
this  will  also  have  an  effect  on  the  charges  to  NIF.  For 
the  material  that  has  been  already  charged  to  NIF,  NIF  paid 
only  the  amount  recorded  as  received,  not  the  larger  amount 
which  was  disbursed  by  the  Stock  Fund.  The  32  documents 
totalled  $10,613.11  in  MIT.  For  material  already  bought  by 
NIF,  these  adjustment  receipts  will  result  in  $9,611.97  to 
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be  charged  to  NIF.  These  proper  charges,  for  28  of  the  32 
documents,  are  in  addition  to  the  charges  already  made  to 
NIF. 

Twelve  of  the  sample  documents  had  a  receipt  recorded  in 
SYMIS/MM  for  the  same  amount  as  the  disbursement.  Five  of 
these  documents  were  part  of  the  tape  that  was  not  processed 
in  December  1985;  therefore,  the  receipts  were  not  submitted 
to  the  Supply  Center.  These  five  documents  totalled 
$3,017.18.  The  remaining  seven  documents,  for  $13,614.65, 
had  a  much  different  problem.  These  seven  documents  also 
had  a  receipt  recorded  in  SYMIS/MM  and  a  disbursement 
recorded  at  the  Supply  Center.  However,  these  documents 
were  outstanding  in  the  MIT  account  because  the  receipt  did 
not  match  the  payment  in  UADPS.  The  mismatch  was  due  to  the 
UIC  in  the  document  numbers  not  matching.  Depending  on  the 
material  ordered  and  its  specific  use,  NSY  Long  Beach  will 
use  its  own  UIC  of  (N60258)  or  the  UIC  of  the  specific  ship 
undergoing  overhaul  in  requisitioning  long  lead-time 
material.  The  seven  sample  documents  did  not  match  when 
entered  into  UADPS  because  the  UIC  of  the  document  number 
was  different. 

An  example  of  a  change  in  the  UIC  of  a  document  will 
show  the  effect  upon  the  accounts.  One  of  the  sample 
documents,  document  number  N60258-4  3  09-V2  01,  used  the  UIC  of 
NSY  Long  Beach.  Under  this  document  number,  funds  were 
obligated  and  a  disbursement  was  made  for  $4,195.36,  but  no 
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receipt  was  recorded  in  UADPS,  causing  that  amount  to  appear 
in  MIT.  A  receipt  was  posted  under  document  number  N52687- 
4309-V201,  using  the  UIC  for  the  ship,  the  USS  LEAHY.  The 
receipt  was  also  posted  in  the  amount  of  $4,195.36,  but 
there  was  no  matching  obligation  or  disbursement  in  UADPS 
for  this  document  number.  The  posting  of  this  receipt 
causes  the  dollar  value  to  be  posted  to  Accounts  Payable. 
Therefore,  a  change  in  the  document  number  has  the  dual 
effect  of  increasing  MIT  and  increasing  Accounts  Payable. 

For  the  seven  document  numbers  that  had  a  change  in  the 
UIC,  the  original  document  number  had  the  UIC  of  NSY  Long 
Beach,  and  the  receipt  was  posted  using  the  UIC  of  the  ship. 
While  the  specific  reason  could  not  be  determined  for 
recording  the  receipt  under  the  ship's  UIC,  it  appears  that, 
when  the  receipt  is  keyed  into  SYMIS/MM,  the  UIC  of  the  ship 
for  which  the  material  is  destined  is  used.  The  incorrect 
document  number  used  in  recording  the  receipt  is  accepted 
into  SYMIS/MM,  and  is  in  fact  matched  with  the  original 
obligation  recorded  under  UIC  N60258.  The  two  document 
numbers  match  up  because  SYMIS/MM  files  the  document  numbers 
according  to  the  last  eight  digits  of  the  document  number 
(the  Julian  date  and  serial  number)  ,  not  the  entire  14 
digits  of  the  document  number.  Using  the  document  number 
described  in  the  previous  paragraph,  the  Shipyard's 
computers  will  match  the  obligation  of  N60258-4309-V201  with 
the  receipt  of  N52687-4309-V201. 
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When  the  receipt  document  of  N52687-4309-V201  is 
submitted  to  the  Supply  Center  via  the  tape  inputs,  UADPS 
files  the  document  number  according  to  the  entire  14  digits. 
The  receipt  will  not  match  the  original  obligation  N60258- 
4309-V201  nor  the  disbursement,  which  will  also  be  filed 
under  N60258-4309-V201.  The  result  is  a  posting  to  Accounts 
Payable  and  to  Material-in-Transit  for  the  same  amount.  The 
error  will  not  be  corrected  until  the  receipt  is  reduced 
under  document  number  N52687-4309-V201  posted  in  Accounts 
Payable,  and  a  receipt  is  submitted  under  the  document 
number  N60258-4309-V201  posted  in  MIT. 

A  mismatch  in  document  numbers  is  not  limited  to  a 
change  in  the  UIC.  Any  time  the  receipt  document  is  keyed 
into  SYMIS/MM  in  error  there  will  be  a  different  document 
number  for  the  receipt  than  for  disbursement.  For  example, 
document  number  N60258-6120-2025  was  obligated  for  $100.84, 
and  was  disbursed  for  the  same  amount.  This  document  was 
posted  in  Accounts  Payable,  as  no  receipt  was  recorded  in 
UADPS.  The  receipt  was  recorded  with  one  number  keyed  in 
different,  N60258-6120-2035.  This  receipt  did  not  have  a 
matching  obligation  or  disbursement  and  was  posted  to  MIT 
for  $100.84.  Any  keystroke  error  when  entering  the  receipts 
is  possible,  causing  an  endless  combination  of  differences 
in  document  numbers  posted  in  Accounts  Payable  and  MIT. 

Nine  of  the  sample  documents  taken  from  MIT  had  a 
cancellation  recorded  within  the  SYMIS/MM  database,  reducing 
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the  obligation  amount  to  zero.  It  appears  the  documents  were 
not  cancelled  within  the  Supply  System  however,  as 
disbursements  were  made  against  the  documents.  Interviews 
with  the  Shipyard  personnel  did  not  reveal  why  these 
cancellations  were  being  recorded.  It  appears  some  one  is 
reducing  obligations  to  zero  based  on  some  information 
believed  to  be  cancellations.  However,  until  the 
requisition  submitted  within  the  Supply  System  is  in  fact 
confirmed  as  cancelled  by  the  Supply  System,  material  will 
be  shipped  to  the  Shipyard,  and  a  disbursement  of  Stock  Fund 
money  will  be  made  for  the  material.  The  nine  documents 
that  had  disbursements  but  that  the  Shipyard  records  had 
recorded  as  cancelled  amounted  to  $5,692.02  in  the  MIT 
account. 

Six  of  the  sample  documents  had  disbursements  posted, 
but  there  were  no  obligations  recorded  for  those  document 
numbers.  In  a  normal  transaction,  an  obligation  would  be 
recorded  first,  before  any  receipt  or  disbursement.  Because 
of  the  missing  obligations,  these  six  documents  are  suspect 
of  having  different  document  numbers  assigned  to  the 
disbursement  and  receipt  transactions.  Only  one  of  the 
sample  documents  could  be  traced  to  a  change  in  document 
number,  most  likely  from  a  keystroke  error.  While  the  other 
documents  could  not  be  traced  to  having  different  document 
numbers  assigned  to  the  disbursement  and  the  receipt,  it  is 
probable.   These  six  documents  totalled  $1,374.93. 
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Three  of  the  sample  documents  had  receipts  recorded  for 
only  partial  quantities  of  what  was  originally  ordered,  but 
the  disbursements  of  Stock  Fund  money  were  for  the  entire 
quantities  originally  ordered.  Investigating  the 
transactions  did  not  resolve  whether  the  entire  quantities 
were  in  fact  received.  The  author  suspects  the  Supply 
System  filled  the  entire  quantities  ordered,  but  the 
Shipyard  either  did  not  receive  the  entire  quantities  or  did 
not  record  the  entire  amounts.  These  three  documents 
totalled  $425.52  as  posted  to  MIT. 

For  the  remaining  seven  sample  documents,  tracing  the 
transactions  to  the  various  reports  and  accounts  did  not 
reveal  any  unique  reasons  they  were  still  posted  to  MIT. 
Most  of  the  documents  had  no  receipts  posted  but 
disbursements  had  been  recorded.  Three  of  these  documents 
for  which  a  cause  could  not  be  determined  had  a  negative 
balance  posted  in  MIT.  These  seven  documents  totalled  to 
-$6,015.21  (a  negative  amount).  The  results  of  the  entire 
Material-in-Transit  sample  are  summarized  in  Table  VII. 

D.   OTHER  FINDINGS 

In  addition  to  the  findings  based  on  the  random  samples 
taken,  observations  of  the  processes  and  a  review  of  the 
documents  and  records  resulted  in  additional  findings.  As 
previously  stated,  confusion  existed  at  both  the  Shipyard 
and  the  Supply  Center  due  to  the  lack  of  written  guidance 
available   at  both  commands   concerning  BP-2  3   Stock  Fund 
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TABLE  VII 

SAMPLE 

OF  102  DOCUMENTS 

FROM  MATERIAL- IN- TRANS IT 

( GREATER 

THAN  180  DAYS  OLD) 

Total  MIT 

(March  31, 

1988):      $2,498,235 

(1196  document 

s) 

Total  MIT 

in  Sample: 

33,438 

Number  of 

Dollar 

Documents 

Value 

Explanation 

33 

$  4,715 

Receipt  Tape  in  Dec  1985 
not  processed 

32 

10,613 

Receipt  Amount  recorded  at 

lower  amount  than  disbursement 

9 

5,692 

Shipyard  had  cancellations 
recorded 

5 

3,017 

Receipt  Tape  in  Dec  1985 
not  processed 

7 

13,615 

UIC  in  document  number  changed 

6 

1,375 

Suspected  change  in  document 
numbers 

3 

426 

Only  partial  receipt  recorded 

7 

(6,015) 

Undetermined  causes 

processes.  The  only  written  guidance  to  cover  the  processes 
is  the  original  Requirements  Statement,  sent  by  the  Chief  of 
Naval  Material  in  a  1983  letter  [Ref.  4].  The  Navy 
Comptroller  Manual,  Volume  8  [Ref.  1],  contains  general 
guidance  on  Stock  Fund  accounting,  but  does  not  discuss  the 
unique  characteristics  associated  with  BP-23.  The 
Requirements  Statement  provided  responsibilities  for  all 
Supply  Centers  and  all  Shipyards.  Unique  processes,  if 
required  at  the  individual  locations,  were  to  be  arranged 
between  the  specific  Supply  Center  and  Shipyard.  There  are 
no  local  instructions  at  either  NSC  San  Diego  or  NSY  Long 
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Beach  which  cover  the  specific  actions  and  responsibilities 
assigned  for  BP-23  accounting.  The  effectiveness  of  the 
Requirements  Statement  is  lessened  by  the  fact  that  the 
Naval  Material  Command  no  longer  exists.  There  are  no 
factors  in  force  to  allow  updating  of  the  Requirements 
Statement,  if  needed. 

The  previous  situation  described  also  illustrates 
another  problem  area.  There  was  a  lack  of  communication 
between  NSY  Long  Beach  and  NSC  San  Diego.  While  the 
accounting  personnel  may  have  frequently  talked  on  the 
telephone  with  each  other,  there  was  seldom  any  sharing  of 
information  or  training  on  how  the  entire  BP-2  3  system 
operates.  The  Stock  Fund  accounting  personnel  from  the 
Shipyard  frequently  telephoned  the  Supply  Center  in 
performing  their  daily  tasks.  However,  the  Shipyard 
personnel  were  generally  unaware  of  how  UADPS  operated  or 
what  aspects  of  UADPS  affected  the  Stock  Fund  account 
balances.  The  Shipyard  personnel  did  not  know  enough  about 
how  UADPS  maintained  the  Stock  Fund  accounts  even  to  ask  the 
right  questions.  The  reverse  is  also  true  concerning  the 
Supply  Center  accounting  personnel;  they  generally  were 
unaware  of  the  Shipyard  operation  and  processes  and  did  not 
understand  how  the  Shipyard  inputs  affect  the  Stock  Fund 
accounting  system. 

A  review  of  the  output  reports  indicate  there  were  some 
documents   generated  that  had   incorrect  UIC's   in  their 
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document  number.  For  example,  the  March  31,  1988  Accounts 
Payable  listing  used  for  the  sampling  in  this  thesis  had 
some  incorrect  document  numbers.  Within  the  document 
numbers  for  Accounts  Payable  over  181  days  were  three 
documents  with  a  UIC  of  N91163,  which  is  the  League  of 
United  Latin  American  Cities,  Phoenix,  Arizona.  Also  listed 
were  N62  058,  the  Reserve  Center,  St.  Paul,  Minnesota,  and 
N63  218,  the  NROTC  Unit  at  Northwestern  University.  The 
author  does  not  believe  NSY  Long  Beach  intended  to  use  these 
UIC's,  but  rather  they  were  entered  into  the  computer  system 
in  error.  Also  listed  were  document  numbers  with  UIC's  of 
N61058,  N60158,  A60258,  and  D60258,  none  of  which  corres- 
ponds to  any  military  command.  Visual  inspection  of  these 
UIC's  indicate  they  probably  were  input  errors  when 
attempting  to  key  in  the  UIC  of  NSY  Long  Beach,  N60258. 
These  input  errors  alone  contributed  to  almost  $13,000  to 
the  size  of  Accounts  Payable.  Given  these  errors,  there  are 
undoubtedly  additional  document  errors,  not  so  obvious, 
which  must  be  carefully  identified  and  corrected  by  the 
Stock  Fund  Accounting  personnel  at  the  Shipyard. 

Interviews  with  the  Shipyard  accounting  personnel  also 
revealed  there  have  been  errors  with  transactions 
incorrectly  posted  to  the  Navy  Industrial  Fund  instead  of 
the  Stock  Fund  [Refs.  5,12].  Contained  within  the 
requisition  coding  is  a  two-digit  Fund  Code,  which 
identifies  what  funding  source  is  to  be  utilized  for  the 
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material  ordered.  NIF's  Fund  Code  is  K9 ,  whereas  the  Stock 
Fund's  code  is  J4  .  Coding  a  transaction  with  K9  records  the 
transaction  under  the  NIF  accounts,  and  it  will  not  be 
contained  within  the  tapes  generated  for  submission  to  the 
Supply  Center.  A  Fund  Code  error  could  occur  when  first 
submitting  the  obligation,  when  recording  the  receipt  or 
when  recording  the  payment  (which  is  the  case  of  the  Imprest 
Fund  payments) .  When  the  Fund  Code  is  coded  J4  (Stock  Fund) 
for  the  billing  and  K9  (NIF)  for  the  receipt  for  the  same 
document  number,  the  Stock  Fund  records  will  have  a  posting 
to  Accounts  Payable,  and  the  NIF  records  will  have  a  posting 
to  Material-in-Transit.  No  investigation  was  made  to  trace 
documents  into  the  NIF  accounts.  However,  based  on 
interviews  [Refs.  5,12],  transactions  are  expected  to  appear 
incorrectly  in  NIF  due  to  this  coding  error.  It  is  expected 
that  document  numbers  exist  in  the  NIF  accounts  that  should 
have  been  correctly  coded  for  NSF  accounts. 

Examining  the  documents  listed  in  the  Accounts  Payable 
and  Material-in-Transit  accounts  will  reveal  documents 
suspected  of  having  either  document  number  errors  or  Fund 
Code  errors.  For  all  document  numbers  the  normal  process  is 
to  have  an  obligation  posted  first,  followed  by  either  the 
receipt  or  the  billing.  If  a  document  number  in  Accounts 
Payable  had  a  receipt  posted  before  an  obligation  was 
created,   it  would  be  cause  to  suspect  something  is  not 


64 


right.  Likewise,  if  a  document  number  in  Material-in- 
Transit  had  a  disbursement  posted  before  an  obligation  was 
made,  a  possible  error  exists.  The  most  likely  error  is 
that  either  the  document  number  is  in  error  (UIC  is 
different  or  there  was  a  keystroke  error  for  one  of  the 
numbers  within  the  document  number)  or  that  the  wrong  Fund 
Code  was  cited. 

To  see  the  extent  of  documents  which  would  be  highly 
suspect  as  having  errors,  the  author  examined  the  document 
numbers  listed  in  the  March  31,  1988  Accounts  Payable 
Listing  which  were  greater  than  241  days  old.  Of  the  1912 
document  numbers  listed  (totalling  $3,072,130),  112  of  them 
(totalling  $266,149)  did  not  have  an  obligation  prior  to  the 
posting  of  a  receipt.  The  Material-in-Transit  Listing  of 
March  31,  1988,  for  documents  listed  more  than  181  days,  was 
also  examined.  Of  the  1196  document  numbers  listed 
(totalling  $2,498,234),  216  of  them  (totalling  $1,021,319) 
did  not  have  an  obligation  posted  before  the  disbursement 
was  posted.  This  amounts  to  a  substantial  number  of 
documents  and  large  dollar  amounts  posted,  which  presumably 
have  either  document  number  errors  or  Fund  Code  errors. 

Another  area  of  concern  the  author  observed  was  the 
weekly  reconciliation  process.  As  described  in  Chapter  II, 
NSY  Charleston  provided  a  step-by-step  procedure  the 
Shipyard  accounting  personnel  were  to  perform  upon  the 
receipt  of  each  weekly  batch  of  output  listings  from  the 
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Supply  Center.  NSY  Long  Beach  began  this  reconciliation 
procedure  in  October  1987.  While  this  procedure  was 
designed  to  reconcile  the  differences  between  the  Shipyard's 
records  and  the  Supply  Center's  records,  NSY  Long  Beach  has 
never  been  able  to  account  for  the  difference  in  any  of  the 
weeks  since  the  reconciliation  began.  The  reconciliation 
procedure  is  designed  to  help  identify  what  records  may  be 
in  error,  if  the  records  at  the  two  locations  do  not 
balance.  However,  since  NSY  Long  Beach  has  never  been  able 
to  balance  the  records  between  the  two  sites,  the 
reconciliation  procedure  has  never  been  effectual. 

One  of  the  items  observed,  which  is  causing  a  great 
discrepancy  between  the  records  at  NSY  Long  Beach  and  NSC 
San  Diego  is  the  time  delay  between  when  transactions  occur 
at  the  Shipyard  and  when  they  are  posted  at  the  Supply 
Center.  In  an  effort  to  expedite  the  receipt  of  the  data 
tapes  at  NSC  San  Diego,  the  tapes  are  shipped  via  an  express 
mail  carrier  from  NSY  Long  Beach.  Shipped  out  on  Friday, 
the  tapes  arrive  no  later  than  the  following  Monday  at  San 
Diego.  However,  even  with  this  process,  between  October 
1987  and  March  1988,  the  tapes  did  not  make  it  to  the  data 
processing  center  at  the  Supply  Center  in  time  for  entering 
into  UADPS  on  three  separate  occasions.  Data  date  tapes  for 
November  30,  1987,  February  4,  1988  and  February  18,  1988 
were  not  entered  into  UADPS  until  the  following  week, 
thereby  having  two  weeks  of  data  entered  at  the  same  time. 
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This  generates  much  longer  listings  for  review  by  both 
Shipyard  and  Supply  Center  personnel,  as  well  as  delaying 
the  time  to  identify  any  errors  that  need  to  be  corrected. 
It  was  not  determined  whether  the  delay  in  receiving  the 
tapes  at  the  data  processing  center  was  due  to  problems  with 
the  express  mail  carrier  or  whether  there  were  delays  in 
delivering  the  tapes  internally  at  the  Supply  Center  after 
delivery  by  the  carrier. 
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IV.   SUMMARY,  RECOMMENDATIONS  AND  CONCLUSIONS 

The  previous  chapter  described  the  findings  discovered 
during  the  research  for  this  thesis.  This  chapter  will 
summarize  those  findings  and  make  recommendations  which  the 
author  believes  will  benefit  the  accounting  of  BP-23  Navy 
Stock  Funds  at  NSY  Long  Beach  and  NSC  San  Diego. 

A .   SUMMARY 

1 .   Data  Processing  Findings 

Accounting  for  Navy  Stock  Funds  and  interfacing  with 
the  UADPS  computer  system  was  added  to  the  Shipyard ■ s 
SYMIS/MM  computer  system  in  1983.  In  tracing  transactions 
from  the  Shipyard's  tape  inputs  to  UADPS  output  reports,  no 
interface  problem  was  found;  UADPS  is  accepting  the  data 
tapes  from  the  Shipyard.  There  was  no  indication  of  lost 
document  numbers  during  processing  of  the  tapes.  There  were 
documents  rejected  by  UADPS.  However,  these  were  clearly 
identified  in  the  output  reports,  with  codes  identifying  the 
reason  for  the  rejection.  These  rejections  were  due  to 
processing  irregularities,  not  any  interface  problem  between 
the  computer  systems  at  the  Shipyard  and  the  Supply  Center. 

The  procedures  for  processing  the  tapes  from  the 
Shipyard  did  cause  some  problems  in  the  accounting 
procedures.  Tape  B,  containing  the  receipt  transactions,  is 
entered  into  UADPS  before  Tape  A,  containing  the  obligation 
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transactions.  This  order  of  entry  into  UADPS  for  the  BP-2  3 
Stock  Fund  transactions  resulted  in  a  large  number  of 
rejections  of  obligation  adjustments,  and  a  sizable  workload 
of  document  tracing  for  the  accounting  personnel. 
Additional  problems  associated  with  the  tapes  were  also 
cited.  The  tapes  sometimes  arrived  too  late  at  the  Supply 
Center  to  be  entered  for  the  scheduled  run  and  at  least  one 
receipt  tape  (in  December  1985)  was  not  processed. 

The  information  available  to  the  Stock  Fund 
managers,  SPCC  and  NAVSUP,  concerning  the  BP-2  3  account 
balances  can  be  as  much  as  six  weeks  old.  Obligations  and 
commitments,  for  example,  can  easily  be  $1  million  different 
between  the  Shipyard  and  NAVSUP  with  this  much  time  delay. 
2 .   Account  Balance  Findings 

The  greatest  factor  affecting  the  growth  in  Accounts 
Payable  was  that  no  action  was  taken  on  reconciling  and 
clearing  the  Accounts  Payable  account.  This  fact  was  only 
recently  identified  by  the  Supply  Center  and  Shipyard 
personnel ;  the  Supply  Center  accounting  personnel  are  now 
performing  this  task.  A  sampling  of  outstanding  Accounts 
Payable  greater  than  241  days  identified  specific  processes 
which  caused  document  numbers  to  be  posted  to  Accounts 
Payable.  Local  purchase  contracts  were  not  being  recorded 
in  UADPS  as  having  been  paid,  when  in  fact  they  were  paid. 
Some  contracts  were  posted  as  disbursements  to  the  Navy 
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Industrial  Fund  rather  than  the  Navy  Stock  Fund,  causing  the 
amount  of  the  payment  to  remain  in  Accounts  Payable. 

The  greatest  number  of  documents  posted  to  Accounts 
Payable  were  for  Supply  System  requisitions,  for  which  no 
billings  were  posted.  While  the  author  was  unable  to 
identify  the  reason  for  not  having  these  billings  posted, 
the  fact  that  there  was  no  reconciliation  performed  on 
Accounts  Payable  in  the  past  probably  contributed  to  the 
large  number  of  missing  billings. 

Many  documents  were  identified  that  contained  either 
keystroke  errors  or  other  input  errors,  causing  different 
document  numbers  to  be  recorded  for  the  disbursement  and  the 
receipt  of  the  same  material.  There  were  general  categories 
of  errors,  such  as  placing  a  different  UIC  in  the  document 
number  for  some  receipts.  Within  both  the  random  samples  of 
documents  taken  and  the  entire  Accounts  Payable  and 
Material-in-Transit  listings  were  items  suspected  of  having 
document  number  errors.  While  a  detailed  investigation  of 
all  these  documents  could  not  be  made,  the  author  believes 
most  of  these  documents  have  errors  caused  by  keystroke 
entries,  recording  incorrect  UIC's  on  various  transactions 
and  recording  the  funding  as  from  NIF  instead  of  the  Stock 
Fund.  As  noted,  any  error  resulting  in  different  document 
numbers  recorded  for  the  billing  and  the  receipt  will  cause 
an  entry  to  be  posted  in  both  Accounts  Payable  and  Material- 
in-Transit,  which  will  remain  until  the  error  is  corrected. 
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The  computer  system  at  NSY  Long  Beach  keys  in 
document  numbers  by  the  last  eight  digits.  The  computer 
system  at  NSC  San  Diego  keys  in  document  numbers  by  all  14 
digits.  When  document  numbers  are  recorded  with  the  first 
six  digits  (the  UIC)  in  error,  the  Shipyard  computer  does 
not  detect  the  error. 

The  only  written  guidance  which  specifically  cites 
BP-2  3  accounting  procedures  is  a  1983  letter  written  by  the 
Chief  of  Naval  Material,  now  a  disestablished  command.  No 
local  written  guidance  covering  BP-2  3  Stock  Funds  exists  at 
NSC  San  Diego  or  NSY  Long  Beach. 

NSY  Long  Beach  has  been  unable  to  balance  the  BP-23 
accounts  correctly  by  using  the  procedures  provided  by  NSY 
Charleston  to  perform  a  reconciliation  of  the  output 
reports. 

B.   RECOMMENDATIONS 

Based  on  the  research  conducted  for  this  thesis,  some 
recommendations  are  made  that  should  improve  the  accounting 
and  management  of  BP-23  Stock  Funds  at  NSC  San  Diego  and  NSY 
Long  Beach.  Consideration  was  given  to  the  feasibility  of 
various  recommendations.  If  a  particular  action  is  not 
considered  feasible  or  the  resources  to  carry  out  the 
recommendations  are  currently  unknown,  additional 
investigation  is  advised. 
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1.   Recommendations  for  NAVSUP 

In  order  to  provide  information  and  guidance  to  the 
Supply  Centers  on  BP-2  3  Navy  Stock  Fund  procedures,  NAVSUP 
should  prepare  and  distribute  a  formal  instruction 
specifying  and  modifying  as  appropriate  the  procedures 
outlined  in  the  Requirements  Statement  [Ref.  4].  The 
instruction  will  have  more  visibility  than  the  Requirements 
Statement,  having  been  drafted  by  an  active  command,  and 
will  be  required  to  be  maintained  in  an  instruction  library 
at  the  various  organizations  involved.  Additionally,  Navy 
policy  requires  a  periodic  review  of  instructions.  This 
policy  ensures  the  guidance  provided  in  the  instruction  is 
updated  as  necessary.  There  is  no  method  by  which  the 
Requirements  Statement  would  be  updated. 

Obligation  information  for  BP-23  funds  held  by 
NAVSUP  should  not  be  compared  to  the  obligation  information 
held  by  NAVSEA.  Personnel  involved  in  communicating  between 
NAVSUP  and  NAVSEA  should  be  aware  of  the  differences  in  the 
reports  received  at  each  organization.  The  reports  received 
at  NAVSEA  focus  on  their  main  concern,  spending  of  current 
year  funds.  The  Status  of  Funds  report  information  received 
at  NAVSUP  covers  a  much  wider  range  of  information  and  does 
not  cite  just  current  year  funding  grants  that  have  been 
spent.  If  NAVSUP  desires  this  information,  it  should 
request  that  it  be  supplied  by  the  Supply  Centers  in  a 
format  similar  to  the  report  NAVSEA  receives. 
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2 .  Recommendations  for  NSC  San  Diego 

To  document  the  local  procedures  required  for  BP-2  3 
Stock  Fund  accounting,  NSC  San  Diego  should  write  a  local 
instruction  which  describes  the  required  BP-2  3  accounting 
actions  and  responsibilities.  This  document  should  cover 
the  responsibilities  and  actions  required  of  NSY  Long  Beach 
or,  if  deemed  appropriate,  initiate  a  Memorandum  of 
Understanding  or  similar  joint  agreement  between  NSC  San 
Diego  and  NSY  Long  Beach  to  clarify  BP-23  Stock  Funding 
responsibilities.  The  documentation  of  actions  and 
responsibilities  will  enhance  the  overall  operation  by 
ensuring  all  personnel  involved  in  the  process  are  keenly 
aware  of  the  tasks  required. 

With  the  Supply  Center  accounting  personnel  only 
recently  addressing  the  need  to  clear  the  Accounts  Payable 
account,  they  should  concentrate  on  identifying  and  clearing 
the  Supply  System  billings.  While  efforts  to  clear  all 
Accounts  Payable  amounts  are  required,  the  Supply  System 
billinqs  are  the  largest  category  of  billings  not  recorded. 

3 .  Recommendations  for  NSY  Long  Beach 

To  eliminate  the  large  amount  of  obligation 
adjustments  being  rejected  from  UADPS  and  the  associated 
workload  for  the  Shipyard  accounting  personnel,  NSY  should 
modify  the  SYMIS/MM  computer  design  so  obligation 
adjustments  are  not  automatically  generated  for  stock  fund 
transactions.   Changing  the  current  order  of  tape  processing 
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at  the  Supply  Center  is  not  a  feasible  solution,  as  the 
Tuesday  "E  run"  feeds  into  Wednesday's  "F  run."  Changing 
the  order  to  accommodate  the  BP-2  3  Stock  Fund  accounts  would 
require  a  massive  design  change.  The  author  does  not  know 
the  extent  of  modifying  the  SYMIS/MM  design;  however,  this 
recommendation  should  be  pursued  to  see  if  the  proposed 
change  can  be  accommodated. 

To  allow  the  posting  of  contract  payments  made  by 
Other  Disbursing  Officers  (ODO's),  the  Shipyard  should  input 
the  payment  data  into  SYMIS/MM  to  allow  the  data  to  be 
transmitted  to  the  Supply  Center  in  the  weekly  tapes.  The 
shipyard  is  already  receiving  the  disbursement  information, 
so  entering  these  data  into  the  computer  system  should  not 
be  difficult. 

Additional  training  is  needed  in  a  variety  of  areas 
to  reduce  the  amount  of  errors  occurring.  Personnel  who  are 
entering  data  into  the  database  need  to  be  more  careful  in 
entering  the  correct  data.  Additional  training  on  entering 
the  correct  UIC's,  for  example,  would  eliminate  a  number  of 
potential  problems.  Also,  training  in  properly  identifying 
the  correct  Fund  Code  would  benefit  both  the  Stock  Fund  and 
NIF  accounting  systems. 

The  possibility  of  programming  the  SYMIS/MM  computer 
to  identify  entry  errors  should  be  pursued.  If  a  document 
number  for  a  receipt  is  entered  that  does  not  match  a  14- 
digit  document  number  already  recorded  as  an  obligation,  an 
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error  message  should  require  verification  of  that  document 
number.  This  reprogramming  requires  that,  for  Stock  Fund 
transactions,  the  Shipyard's  computer  would  key  on  the  14- 
digit  document  number,  instead  of  the  eight-digit  method. 

NSY  Long  Beach  should  request  from  NSY  Charleston 
additional  training  in  performing  the  reconciliation 
procedure  delineated  by  Charleston.  Currently,  Long  Beach 
personnel  do  not  conduct  any  additional  investigation  when 
the  reconciliation  procedure  does  not  balance,  because  it 
never  has  balanced.  Some  assistance  from  NSY  Charleston 
will  either  determine  that  Long  Beach  personnel  are  doing 
the  reconciliation  procedure  correctly  but  the  records  are 
wrong  or  that  the  procedure  is  not  being  done  correctly.  If 
completed  correctly,  the  reconciliation  procedure  should 
help  in  identifying  possible  errors  in  the  accounts. 

C.   AREAS  FOR  FURTHER  RESEARCH 

Some  of  the  findings  identified  here  should  be 
investigated  further  to  address  the  problem  adequately. 
Areas  for  possible  research  are  described  below. 

A  long  time  delay  is  the  largest  single  factor  causing 
differences  between  when  the  Shipyard  conducts  a  transaction 
and  when  it  is  recorded  in  the  official  accounting  records 
and  reported  to  higher  levels  in  command.  Additional 
research  is  required  to  investiqate  the  feasibility  of 
reducinq  this  time  delay  throuqh  the  use  of  on-line  computer 
capability  between  NSY  Lonq  Beach  and  NSC  San  Dieqo. 
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A  large  portion  of  the  billings  from  Supply  System 
requisitions  were  not  posted  as  paid.  The  author  was  unable 
to  identify  why  so  many  billings  of  this  type  were  not 
recorded.  Additional  research  is  recommended  to  determine 
why  so  many  Supply  System  billings  are  not  recorded  and 
whether  some  improvements  can  be  made  to  have  more  timely 
recording  of  these  transactions. 

Do   FINAL  COMMENTS 

The  majority  of  this  thesis  concentrated  on  identifying 
the  problem  areas  and  recommended  actions  relating  to  BP-2  3 
Navy  Stock  Funds  managed  at  NSC  San  Diego  and  NSY  Long 
Beach.  While  the  concentration  on  problem  areas  was  the 
purpose  of  the  thesis,  a  few  comments  about  positive  aspects 
observed  should  be  mentioned. 

At  both  NSC  San  Diego  and  NSY  Long  Beach,  the  personnel 
responsible  for  the  daily  operation  of  BP-2  3  Stock  Funds 
were  extremely  dedicated  and  eager  to  find  the  underlying 
causes  of  problems  and  their  solutions.  None  of  the 
accounting  personnel  currently  working  with  BP-2  3  at  either 
location  was  present  when  the  process  was  started  in  1983. 
Thus,  they  do  not  have  the  benefit  of  knowing  what  happened 
early  in  the  history  of  BP-23,  that  may  help  them  in  dealing 
with  problems  today.  They  do,  however,  all  have  a  strong 
desire  to  improve  the  system,  so  that  changes  to  the  BP-2  3 
accounting  process  will  allow  their  jobs  to  proceed 
smoothly. 
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The  author's  presence  in  investigating  the  accounting 
process  seemed  to  act  as  an  agent  for  change.  The  personnel 
involved  have  realized  they  must  look  at  the  process  in  a 
different  manner,  to  search  for  solutions,  rather  than 
accept  the  existing  problems.  In  fact,  the  accounting 
personnel  from  the  Supply  Center  visited  the  Shipyard  in 
early  June  1988  in  an  effort  to  improve  communication  and 
problem  solving  techniques  between  the  commands.  A 
continuation  of  this  type  of  dialogue  will  be  beneficial  for 
improving  the  accounting  for  BP-2  3  Stock  Funds. 
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APPENDIX    A 
STATUS    OF    FUNDS    REPORT 
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APPENDIX    B 
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APPENDIX    D 
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APPENDIX    F 

NON-STOCK    MATERIAL- IN-TRANSIT    LISTING 
(Sample    Page) 
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APPENDIX  G 
NAVCOMPT  FORM  2129:   STATUS  OF  FUNDS  REPORT 


MVCOMPT  FOUN  2129   (»E».    10-67) 
S/N  010A-LF-70A-0902 


WVCOMPT   7303-11 


STATUS  OF  FUND  AUTHORIZATION-STOCK  FUND 


FROM:     UUZ44 

Commanding  Officer 

Naval  Supply  Center 

San  Diego,   CA  92132-5032 


etjrrmanaing  Orricer 
Navy  Ships  Pts.   Cnt.  Ctr. 
Code  014112,  ATTN:R.   Stauf- 
ford  -     P.O.   Box  2020 
Mechanicsburg ,  PA  17055 


FOR    AUTHORIZATION    ISSUES   TO: 


Commanding  Officer 

Naval  Supply  Ctr. 

San  Diego,  CA  92132-5032 


SU*MJ.<mfC*T 


APPROPRIATION    AND    SUBHEAD 

17X4911.2310 


BUDGET    PROJECT  MO. 

23 


AUTHORIZATION    NO. 

023A 


FOR   PERIOC   ENDING 


>9' February  1988 


PRIOR  MONTH  TOTAL 


CHANSiS  THIS  PERIOD 


CURRENT  TOTAL 


AUTHORIZATION 


18,961,888.62 


UTWQ«1 jATIOM     aCCE'VCD: 


2,044,000.00 


21,005,888.62 


COMMITMENTS 


13,252,655.14 


1,501,686.79 


14,754,341.93 


OBLIGATIONS 


11,730,760.54 


1,425,213.54 


13,155,974.08 


ACCOUNTS    PA»ABLE 


4,929,446.01 


301,061.42 


5,230,507.43 


PREPAlC  STOCK  'VNZ-    MATERIAL 


3,083,330.30 


26,187.74 


3,109,518.04 


STOCK    -JNO    MA-ESIAL     IN    TRANSIT 

3,083,230.30 

26,187.74 

3,109,518.04 

"ROGPtSE    "AVMEMS 

-0- 

-0- 

-0- 

DiSB'.">5iM;-.T5 

2, 261, 622. 33 

110,687.92 

2,392,520.25 

NGM-ITTCS    <k.TMOl.Ji:iD>    *J*.mtu 

6,251,546. £9 


10,76? ,453    S3 


(550.671 


ACCOUNTS  PAYABLE 

GOVEPJ^-EOT         2,917,766.21 

COMMERCIAL    2 ,312, "41.22 
TOTAL         5, 230,50". 43 


Prior  Balance   Current  Balance   Closina  Balance 


Acct  550 


(23,402.24) 


(9.80) 


(23,412.04) 


DCSC 

-0- 

DESC 

-0- 

DFSC 

-0- 

DGSC 

-0- 

DISC 

(5.51) 

•DPSC 

-0- 

MISC 

(545.16) 

TOTAL 

(550.67) 

I  CERTIFY  that  the  Mounts  herein  reported 
■re  in  accordance  with  31  USC  200  and 
prescribed    accounting    procedures. 


M.  J.  W.  STANTON,  LCDR  SC  USN 
DIRECTOR,  COMPTROLLER  DEPARTMENT 


03  MARCH  1988 
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APPENDIX  H 


RAW  DATA  FOR  ACCOUNTS  PAYABLE  AND 
MATERIAL- IN-TRANSIT  AVERAGE  BALANCES 


ACCOUNTS  PAYABLE  END  OF  QUARTER  BALANCES 


Balance 


Balance 


Balance 


Balance 


NORFOLK: 

PEARL  HARBOR: 

Long  Beach: 

Puget  Sound: 

Dec  1985 

$11,0*8 

43,152 

$1,970 

$6,449 

Nar  1986 

112,33* 

42,034 

$2,351 

$6,401 

Jun  1986 

112,804 

42,958 

$2,912 

$5,968 

Seo  1966 

112,489 

112,169 

44,702 
$3,212 

$2,800 

$7,004 

Ave.  FY  86 

$2,508 

$6,456 

Ok  1936 

112,850 

43,258 

$2,905 

$7,501 

Kar  198? 

112,235 

43,134 

$3,347 

$6,449 

Jun  1986 

16,189 

$2,484 

$3,847 

$6,950 

Sep  1987 

19,905 
110,295 

$2,209 
$2,771 

$4,699 

$6,436 

Ave.  FY  87 

$3,700 

$6,834 

FY86-C*87 

Change: 

-151 

-141 

471 

61 

CHARLESTON: 

PHILADELPHIA: 

PORTSMOUTH: 

HARE  ISLAND: 

Dec  1985 

12,252 

$1,805 

113,180 

$4,007 

Hv   1986 

$2,547 

$2,018 

$15,447 

$4,693 

Jun  1986 

13,425 

$2,221 

$15,145 

$4,801 

Sep  '.986 

12,425 

$3,365 

$2,245 

$5,641 

Ave.  FY  86 

12,662 

$2,352 

$11,504 

$4,786 

Dec  1986 

»2,855 

$5,233 

$2,986 

$5,643 

Bar  1987 

13,800 

$2,873 

$3,186 

$5,354 

Jun  1987 

41,790 

$8,833 

$2,760 

$4,871 

Sep  1987 

41,002 

$12,972 

$11,393 

$6,319 

Ave.  n  87 

•2,362 

$7,478 

$5,081 

$5,547 

FY86-FY87 

Change: 

-HI 

2181 

-561 

161 

87 


HATERIAL-IN-TRANSIT  END  OF  QUARTER  BALANCES 


Balance 


Balance 


Balance 


Balance 


NORFOLK: 

PEARL  HARBOR: 

Long  Beach: 

Pugit  Sound: 

Dec  1985 

$5,440 

$2,386 

$313 

$3,112 

Mar  1966 

$7,202 

$3,345 

$366 

$3,610 

Jun  1986 

111,158 

$3,786 

$486 

$4,218 

Sep  1986 

110,832 

$3,682 

$628 

$4,313 

A vi.  FY  86 

18,08 

$3,350 

$498 

$3,813 

Dec  1986 

•8,813 

$4,567 

$779 

$3,172 

Har  1987 

15,436 

$3,87/ 

$2,078 

$7,037 

Jun  1986 

14,636 

$4,25/ 

$2,310 

$3,445 

Sep  1987 

$12,438 

$4,767 

$2,662 

$4,348 

Ave.  FY  87 

•7,831 

$4,36/ 

$2,007 

$3,501 

FY86-FY87  Change: 

-101 

301 

3031 

441 

CHARLESTON: 

PHILADELPHIA: 

PORTSMOUTH: 

HARE  ISLAND: 

Dec  1983 

12,562 

$2,090 

$6,706 

$2,884 

Har  1986 

$1,727 

$2,069 

$8,923 

$3,313 

Jun  1986 

$1,661 

$2,193 

$13,147 

$4,694 

Sip  1986 

$1,006 

$3,931 
$2,571 

$1,577 

$3,745 

Ave.  FY  86 

$1,739 

$7,588 

$3,710 

Dec  1986 

$1,029 

$4,372 

$1,455 

$3,991 

Har  1987 

$1,834 

$4,951 

$1,909 

$5,053 

Jun  1987 

$1,576 

$4,995 

$2,162 

$5,118 

Sep  1987 

$1,605 

$3,262 

$6,048 

Ave.  FY  87 

$1,511 

$4,393 

$1,842 

$5,053 

FY86-FY87  Change: 

-131 

711 

-761 

361 
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